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Editor’s Note 


Today the Soviet Union is going through one of the most 
important, complicated and interesting periods in its history, 
that of perestroika. Perestroika involves creating a new form of 
socialist society and entirely revealing its true potential. 

The process of the deep-going renewal affects all spheres of 
society, but a radical economic reform is no doubt one of its 
most important components. 

This book deals with current economic and social pro- 
blems of perestroika and includes articles published in the 
Soviet press by well-known Soviet political writers, econo- 
mists and sociologists. They are written in an easy language 
and are intended for a wide audience, although many of the 
acute problems discussed in it attract specialists’ attention 
too. Each of the articles is polemical in its own way, however, 
and expresses different points of view; the authors do not 
claim to have a “monopoly on the truth”’. 

This kind of discussion is characteristic of perestroika, with 
its vigorous search for solutions, practice of comparing differ- 
ent points of view and rejection of old, outdated concepts and 
dogmas. This search is difficult due to the scope and complexity 
of the tasks the Soviet economy must deal with: after totally 
reorganizing the outdated system of management, we must 
attain the highest efficiency, productivity and technical stan- 
dards, and at the same time increase the social emphasis of 
economic policy. All this raises a whole set of problems which 
the authors examine. They take a look not only at economic 
relations, management structures and the economic mechan- 
ism, but also at the social aspects of economic development, 
the role of the human factor, the interests and behaviour of 
people, their life experience, education and _ skills, demo- 
graphic and other social processes, as well as the present state 
of the economic science in the USSR, economic, ecological 
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and social consciousness, and the relationship between the 
moral code, ethics and the economy... 

The authors proceed from the premise that the socialist 
economy, public ownership of the means of production, and a 
national economy operating on a planned basis harbour a vast 
potential which is far from being used to the full now. 
Furthermore, centralized management cannot in itself guaran- 
tee their complete use, since it can function efficiently only when 
extensive independence goes along with self-management and 
the democratization of the national economy and socialist 
society as a whole. However, neither the degree of the 
centralization, nor the forms and methods of planning can be 
fixed once and for all. 

In practice, however, at a certain stage centralization 
became exaggerated, while planning started to be carried out 
mainly by administrative methods, partly due to the specific 
tasks of the prewar period, the need for a greater concentration 
of resources and high rates of industrial development. This 
management system made it easier to win the war with the 
Nazis and to restore the national economy quickly in the 
postwar period. The Soviet Union soon started producing one- 
fifth of the world industrial output. thus developing into a 
powerful industrial nation. 

Time passed, and the economic mechanism and manage- 
ment system which had formed under certain conditions 
remained virtually unchanged. Steps were taken to improve 
them in the 1950s, 1960s and 1970s; however, these steps failed. 
as is vividly shown in this book. Tle main reasons for this were 
that those measures were not comprehensive or radical enough. 
and they were implemented indecisively and inconsistently. 
Besides, inert thinking, bureaucratic distortions and the idea of 
“improvement without change” also played their part. 

Perhaps one of the most important things about the current 
restructuring of the Soviet economy is that it is being carried 
out in close connection with the broad, all-embracing de- 
mocratization process, including the improvement of political 
institutions and further development of inner-Party democ- 
racy. This democratization process is seen as the main 
guarantee of the changes being irreversible and consistent. 
However, the economic reform itself is truly radical, too. It 
leaves no areas out of the restructuring process, it embraces all 
management levels—-from the enterprise or collective farm to 
the State Planning Committee and the State Bank; all spheres— 
from salaries, wages and prices to planning and supply; all 
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industries and areas- from the services industry and applied 
research to steel production and foreign trade. 

The reform places new demands on interrelations at an 
enterprise, which means there will be competition for manage- 
ment positions at industrial enterprises; power will be redis- 
tributed and those who produce the national wealth will be 
making the most important decisions (and will be responsible 
for them) and thus will become the real managers of industry 
and not mere executors. Administrative commands will give 
way to economic levers and careful consideration of not only 
general, but very specific interests, too. 

It is important to know that the radical restructuring of the 
management system does not imply the rejection of centralized 
planning; on the contrary, it means it will be further developed, 
but only where this is truly necessary. The aim is to concentrate 
on the vital issues of development and at the same time to get rid 
of the current petty tutelage of enterprises, making economic 
methods the main methods in the management system. The 
centre’s major concern is to maintain the necessary proportions 
in the country’s economy and to effect planned control over the 
socialist market, taking its laws into account. 

The tendency in the past to underestimate the role of com- 
modity-money relations in a socialist system, to take a biassed 
attitude towards them and even attempt to ignore them brought 
about great distortions in public consciousness and in economic 
life itself. However, even today the use of value relations and 
consideration of market laws are sometimes misinterpreted: it 
is alleged that the socialist way of development has come into 
question in the USSR and that it is supposedly about to switch 
over to a capitalist market economy. 

It seems appropriate here to recall an observation Marx 
made: “‘... The vulgus is unable to conceive the forms developed 
in the lap of capitalist production, separate and free from their 
antithetical capitalist character.”* He also pointed out that 
** if we strip both wages and surplus value, both necessary and 
surplus labour, of their specifically capitalist character. then 
certainly there remain not these forms, but merely their 
rudiments, which are common to all social modes of 
production.”’** 

In this book the authors also concentrate on commodity- 


* K. Marx, Capital. A Critique of Political Economy, Vol. YI, Progress Publishers, 
Moscow, 1974, p. 387. 
** Ibid., p. 876. 


money relations in a socialist society, on how they can be used 
to strengthen the socialist economy. 

Soviet society today is highly dynamic, which is also 
confirmed by the fact that certain issues discussed in this book 
have either been resolved already or are being resolved. For 
example, one of the authors says that under a fully developed 
self-financing system “‘the rights and independence of an 
industrial association should be protected by a special law.” 
Such a law was adopted in the Soviet Union in the summer of 
1987. It is called the Law on the Socialist State Enterprise 
(Amalgamation). It has become a starting point for a number of 
steps aimed at bringing the status of the central management 
bodies in line with that of the enterprises. At the same time 
preparations are being made for a radical reform of the 
planning, price-formation, supply, and financial and credit 
systems. All this should help create an integral management 
system and restructure the entire economic mechanism by the 
early 1990s. 

However, the restructuring will not end there, for the Soviet 
economy will enter a new stage of the reform after it has 
adopted the new economic principles in the next five-year 
period. As Mikhail Gorbachev put it, today it is better not to 
make guesses about what that new stage will be like and how 
long it will last. It is going to be serious and time-consuming 
work that will bring us to the ultimate goals of the reform, to 
qualitatively new frontiers in the social and economic develop- 
ment of the country. 

A snapshot of the situation in our rapidly changing society 
is doomed to be outdated. As we see it, the articles published in 
this book, along with making an analysis of current problems, 
have yet another advantage in that they examine above all the 
basic aspects of the social and economic development of the 
USSR. This, we hope, will enable the readers to have a better 
understanding of what is going on in our country now, as well 
as of the prospects for its further development. 
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Ways of Further Development 


The need for serious improvement of the economic mech- 
anism is clear to everyone today. However, the opinions on the 
ways of improving it differ. The most popular opinion, 
perhaps. is that purely economic methods and economic 
levers should be introduced into economic management, 
which had previously relied mainly on administrative 
directives. 

This idea is both right and wrong. We can no longer run 
our economy the way we used to. It no longer works. 
Economic methods of management are also needed. 
However. the former management system was an integral one, 
with no inner contradictions, which, according to the general 
theory of systems and the theory of management, Is 
absolutely necessary for a system to function efficiently. To 
improve the system by introducing alien elements into it, thus 
destroying its integrity. would lower its efficiency. The basis 
of a management system should either be economic or ad- 
ministrative and though intermediate types of systems are 
also possible. they are not likely to bring any real improve- 
ment in the situation. Moreover, systems with inner con- 
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tradictions usually give rise to all sorts of difficulties, which 
unfortunately we must prove, but proof of this is easy to find. 

Directive management methods are not bad in 
themselves--we must be careful not to confuse them with 
their distortions, such as voluntarism and bureaucracy, just as 
we should not confuse economic methods with their possible 
distortions—self-seeking, speculation and so on. Ad- 
ministrative methods are simply methods based on _ the 
power of the direct order. 

Economic management methods differ from administra- 
tive methods in that they create conditions under which the 
approach is both preferable for the development of the 
economy and advantageous for the producer. 

The management system which took shape during the 
building of socialism was logically based on the specific 
historical conditions. First of all, the backward agrarian state 
badly needed a heavy industry. Since all the country’s re- 
sources were put into this, they had to be concentrated under 
a central authority. Clear and detailed tasks were set, together 
with the amount of work to be done and time limits, and the 
necessary money was allotted for each task. After this en- 
terprises’ output was taken from them and sent where it was 
needed. Not only was the centralized management all- 
embracing (for the central body determined the tasks, the 
resources and the payment for the work done), but it was also 
efficient and flexible; it operated constantly and daily. The 
activity of both workers and enterprises was strictly limited, 
and the initiative there could in fact develop in one direction 
only—towards the fulfillment and to over-fulfillment of the 
plan sent down by the central body. 

After the October Revolution workers became the owners 
of the means of production, so every worker had the right to a 
certain share of the consumption fund. This fund consisted 
primarily of guaranteed wages, for resources were scarce, and 
most of them were allocated to industrialization. Bonuses for 
fulfillment and over-fulfillment of the plan were rather small 
and did not really have an effect on the amount of money 
earned. 

Since the state, as we have already observed, was par- 
ticularly interested in the development of heavy industry, 
industrial workers got special incentives. The growth in wages 
was a vivid illustration of the link between the people’s 
welfare and the progress made by society as a whole. 
However, the connection between the wages and a person’s 
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contribution to the common cause and the results of his work 
was not so obvious. 

Under the existing economic system, this was fair, for a 
worker merely carried out numerous detailed tasks and could 
not take all the responsibility either for the instructions or for 
their soundness. 

So. the system was actually logical, with no inner con- 
tradictions, and, therefore, it was efficient. It made it possible 
for the USSR to rise to the level of the industrially developed 
countries in many areas in only ten years, whereas it had 
taken those countries at least several decades to achieve 
similar results. 

And still, as the system developed, it carried a contradiction 
within itself—to attain economic goals the government had to 
employ mainly non-economic means, using administrative man- 
agement methods. However, the contradiction had its own 
driving force, for the system was to become obsolete as 
economic development progressed. 

That is: exactly what happened when the material and 
technical basis was created, and socialism got its own basis 
for its further development. The society obtained all the 
necessary conditions for further, extended self-reproduction 
of its economy. 

The volume of production increased to such an extent that 
the central body could no longer work out detailed industrial 
programmes for each enterprise, coordinate them and provide 
the necessary resources. There were fewer opportunities and 
less time to work out, organize and implement long-term 
programmes of scientific and technological progress. 

As wages grew, the demand for goods and services in- 
creased as well. The volume of production increased so much 
that the consumer could pick and choose. He now wanted 
well-made, fashionable goods. The central body, however, 
could in no way keep up with the constantly changing 
demand, and enterprises had neither the rights, nor the funds, 
nor any interest whatsoever in altering the nomenclature 
plans and changing the technological processes in order to 
switch over to new production. 

Then attempts were made to add new elements to the 
management system. Instructions introduced in the plan 
became more general and were supposed to be made more 
specific at the enterprises, or in industries and regions, ac- 
cording to consumer demand. Value became much more 
important. An enterprise had to produce goods for a certain 
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sum of money, and furthermore a fixed amount of goods; it 
was allowed to spend any remaining money on the production 
of the goods it itself considered necessary. 

The enterprise’s needs were expected to coincide with 
those of the consumer. However, the prices established by the 
state were not always in keeping with the demand, so the 
enterprises were inclined to produce articles that could im- 
prove value indices and not those the consumer wanted. This 
has frequently led to a shortage of some goods and a surplus 
of others. 

The reform of 1965 was aimed at dramatically 
modernizing the management system. Only five indices were 
to be left in the directives: the amount of goods sold, the 
range of main goods, the wage fund, profit and profitability, 
the interrelation with the state budget. The amount of goods 
sold, together with the general range of goods, were regarded 
as temporary indices to be dropped later, so that purely 
economic indices alone were to be left in the directives, that is, 
an enterprise’s profits and profitability. But the directives 
were to remain binding. 

Since funds were allotted to enterprises at no charge 
during industrialization, the latter had little incentive to use 
those funds as efficiently as possible. Now the enterprise had 
to provide a portion of its funds out of its own revenues, the 
idea being that the enterprise would stop stocking up extra 
raw materials, machines, unneeded state allocations, etc., as 
they had been doing just to be on the safe side, when the 
funds had been allocated at no charge. 

Before the reform all the goods an enterprise produced 
were taken away from it and then part of the profit was 
returned to it in the form of investments. Now the inter- 
mediate stage was to be dropped. Instead, part of the invest- 
ments was decentralized to form a fund from which more 
money was to be given to better workers. 

The reform proved useful. The growth rate of production 
output went up from 4.9% in 1961-1965 to 5.6% in 1966-1970 
along with an increase in the national income (5.7% to 7.1% 
respectively) and in labour productivity (29% in the five-year 
period before the reform and 37% after). The output-capital 
ratio dropped by 13% during 1961-1965, whereas in 1966- 
1970 it went up by 3%. However, the effect proved to be less 
than expected, and what’s more, it started to slowly fade 
away. 

A new step was taken in 1979 to improve the 


12 


economic mechanism. The most important thing about 
it seems to have been the replacement of the sold output index 
by that of the net output, so that an enterprise could no 
longer profit by the materialized labour of others. The en- 
terprises would no longer be interested in producing clothes 
made of expensive materials or engaging in other types of 
production which are material intensive. Economic develop- 
ment started to switch over to long-term planning and norm 
setting. The annual plan was to be worked out as a result of 
direct links between enterprises. However, a lot of the direct- 
ive tasks remained, and an enterprise’s operation was still 
judged by the fulfillment of these tasks. 


And so, once again we speak of the need to improve the 
economic mechanism and of the slow rate of economic 
development; we experiment, introduce and try out new 
economic levers. 


It seems that the important and all-embracing economic 
innovations can be successful only if we replace the old 
economic management system with a new one, based on new 
principles and new management methods, instead of trying to 
work out a compromise between two different systems: 
mainly administrative and mainly economic. 


The reform of 1965 did not put an end to the constant 
administrative regulation of an enterprise’s work. Even the 
purely economic indices introduced in 1979 openly or covertly 
envisaged administrative interference. What is the “com- 
pulsory nomenclature’? What makes it compulsory? What 
portion of the general output must it not exceed? The lack of 
precision gave much freedom to such administrative bodies as 
ministries and agencies, which the latter were quick to use. 
The changes had no effect on them, and they were still 
responsible for the gross output, supply and average indices at 
their enterprises with no new management levers given to 
them. Naturally they tried to get around the obstacles stand- 
ing in their way. Even when they were provided with funds of 
their own, the ministries and agencies only strengthened their 
administrative power; it was not written down anywhere 
when they had to employ economic methods or directives. 
Cost-accounting at ministries and agencies encroached upon 
the cost-accounting systems of individual enterprises, for part 
of the money the latter earned went to the top, and the 
enterprises were then given instructions based on so-called 
common interests. Successful enterprises had to finance or 
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support weak enterprises, thus ensuring decent average statis- 
tics for a group of enterprises. 

Why is the thirteenth salary (an additional reward for 
good work at the end of the year) equal to the monthly and 
not to the two-week or six-month salary? Because the auth- 
orities at the top decided so. Why should an enterprise account 
for normative-net output instead of net production, and why 
is the normative also fixed “from above’’? 


The evaluation of an enterprise's achievements remained 
unchanged too, for the fulfillment of the directives was still 
the only criterion. Though the number of directives went 
down, they remained binding and influenced the enterprises’ 
operations in the new sphere of decision-making. Making 
them provide some of their own funds forced the enterprises 
to economize on materialized labour, but meanwhile human 
labour was often senselessly wasted. If the number of workers 
was reduced, the share of the wages fund thus released was 
taken away. The bonus fund constitutes a fixed part of the 
wages fund, whereas the latter depends on the number of 
workers. The Shchokino system* never became widely used 
despite an extensive propaganda campaign, because even at 
the Shchokino chemical plant the plan was changed several 
times. And it is dangerous to reduce the number of workers 
when the plan is changed often, for no one knows what 
directive will arrive next. 

The planned amount of products sold in contrast to the 
planned amount of goods (the nomenclature plan) is a seem- 
ingly economic index. The more top-quality goods you pro- 
duce, the more you are likely to sell. However, this index, too, 
is a planned one, that is, it is fixed by officials at the top every 
year and for every five-year period. So the best enterprise is 
one which manages to exceed last year’s results, instead of 
one which succeeds in selling more of its output. Thus, an 
enterprise's operation is evaluated by output growth and not 
by absolute results. 


The activities of an enterprise’s director are just as much 
aimed at pleasing those at the top as they are at solving the 
problems down below at the enterprise and at attaining 
economic success. The director’s position is an unstable one, 


* The Shchokino experiment was carried out at the Shchokino chemical plant near 
Tula in 1967. It was aimed at stimulating labour productivity while reducing the number 
of personnel. 
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there is no fixed minimal term of his stay in office, so 
directors are often dismissed. In this situation it is extremely 
difficult to work out and implement a long-term programme, 
particularly if it is known beforehand that its effect will not 
show immediately. There is a chance that the programme’s 
results would not go to its creator. but to someone else. which 
in no way stimulates enthusiasm to introduce especially 
sophisticated and efficient innovations. 

Another way of establishing direct links between enter- 
prises is by signing agreements with enterprises responsible 
for reporting on their implementation. But this is also not 
likely to change the present situation dramatically for an 
enterprise in this case is likely to use its newly-acquired 
freedom to choose partners which allow it to make the most 
impressive reports but which are not necessarily the most 
advantageous economically. Such agreements are made as 


vague as possible, so that the partners are not bound by 
overly strict obligations. Consumers try not to quarrel with 
their suppliers; so at one point they were administratively 
forced to demand the replacement of substandard products 
that had already been delivered—a vivid example of how we 
try to put in order the economic mechanism, which malfunc- 
tions at times, in the old way. 

So far economic innovations have changed neither the 
type of the cost-accounting system in operation, nor the 
administrative basis of economic management. Instead they 
changed only its scale, type, and the list of indices to be 
reported on. 


Some people say we should go back to the reliable, tried 
and tested, integral system of the 1930s which withstood the 
most difficult period in our history. The planning procedure 
would be improved on the basis of demand and scientific and 
technical progress. However, the plan should still contain 
detailed instructions, set the range of products and fix the 
volume of production without the cost indices which led to 
arbitrariness on the part of producers and to an unbalanced 
economy. We must get back to the former detailed directive 
plan, where it is laid down who must make what, how much, 
for whom and when. 

The advocates of this point of view seem to have a correct 
idea of the nature of the economic difficulties of past decades, 
which came from a gradual deterioration in the logical 
management system of the 1930s. 

What they fail to understand, however, is the deep-going 
changes that took place in the country’s productive forces and 
the principal difference between the previous and the present 
stages of social and economic development. 

Socialism remains socialism both at the first and the 
second stages of its formation and development. Its principal 
laws-—the main task of the economy is to meet the material 
and cultural needs of the members of society; the distribution 
of wealth according to work (“from each according to his 
ability, to each according to his work’); centralized and 
planned economic management—have remained unchanged. 

During industrialization creation of a material 
and technical basis, along with a heavy industry, was the 
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primary goal, and the economic proportions were designed to 
meet the requirements of the day. At the new stage of 
development.all spheres of the economy must develop ina 
coordinated manner: agriculture, light industry, the services 
and culture. No sphere can be allowed to fall behind, for 
under present conditions this would inevitably entail lower 
development rates and the decreased efficiency of the national 
economy as a whole. And this would mean postponing the 
attainment of the main socialist goals. 

Previously economic development was based on cen- 
tralized management at the top and active fulfillment of the 
tasks in the lower sectors. At present, however, the neces- 
sary condition for its efficiency is centralized planning at the 
top and independent action below. 

Having become a vast and complex mechanism, the 
economy is today largely inert. It is no longer necessary to 
control its balance at any given moment; instead, long-term 
development programmes are assuming a special role. 

The question of whether more or less centralism is re- 
quired at the new stage is wrong. Centralism of the 
socialist economy, which is one of its most important 
characteristic features, is being further deepened and 
strengthened, evolving into centralism of a more advanced 
type. Without centralism, it would be impossible to draw up 
and implement large-scale economic, scientific and techno- 
logical programmes or supervise scientific and technological 
progress. 

The ever greater role of commodity-money relations at the 
new stage of socialist development is particularly disturbing 
to those who call for a return to the previous methods of 
running the economy. These relations did play a role during 
the building of socialism but their role in economic ties was 
minor, for industrial tasks were set at the top along with 
prices, tariffs, and wage rates, and suppliers and consumers 
were defined. It seemed to many that commodity-money 
relations were about to be abolished, for they were not to 
exist under communism, which is just what the adherents of 
the former output range plan say today. They regard the 
attention paid to profits and profitability in the last decade as 
well as to the differentiation of wages as a step backwards. 

However, the economy means not only the satisfaction of 
people’s needs, but also the constant proportioning of expen- 
ditures and results, which requires a universal yardstick. 
Expenditures can be measured either in cash or in time. The 
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expenditure of working time can become a universal measur- 
ing stick only when labour uses equal amounts of intellectual, 
psychological and physical effort. This is not going to happen 
anytime soon, though different types of labour have already 
begun drawing closer to one another and are continuing to do 
so right at this very moment. We have no substitute for 
money yet, for it should be replaced by something that would 
help measure the labour expenditure more quickly, clearly 
and efficiently. 

Commodity-money relations under socialism are not the 
remnants of capitalism, but rather are an entirely new kind of 
relations. They exist in a society where there is public ownership 
of the means of production, where labour is not a commodity, 
and where the economy is planned. Such relations help check 
the economic validity of plans and enable enterprises to take 
an active part in making smnportant economic decisions 
through cost-accounting. : 

The law of distribution according to the 
work done manifests itself in a new way under 
developed socialism. The levelling of wages was to a certain 
extent inevitable before, for it was difficult at the centre to 
consider the specific features of work at a specific enterprise, 
region or industry. So wages were differentiated according to 
the economic tasks at a given time: those who worked in 
heavy industry or on the construction sites of the largest 
national! projects, got higher wages. This influenced the distri- 
bution of labour resources, but, as we have already observed, 
was in no way linked to the results of a given worker’s labour. 

When high efficiency of the enterprises already in ex- 
istence became a more important task than the creation of a 
material and technological basis, the old system of incentives 
could no longer justify itself, for now the objective was to 
promote efficiency, that is, the economic result of work. And 
this was to be done mainly by paying a share of the income 
created from the product. 

Along with the idea of returning to the former manage- 
ment system, there are other ideas of how to improve the 
national economy. They are based on the idea of carrying out 
the 1965 reform which was not carried out or the idea of 
adding new economic indices and new levers of economic 
(and not adminstrative) influence on the system. 

All these ideas seem to have a serious flaw: they try to 
resolve economic problems without changing the present type 
of the cost-accounting system, primarily the directive manage- 
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ment system. The relatively small effect of the 1965 reform 
was due to purely subjective factors, rather than to 
somebody’s ill will, though, of course, the old way of thinking 
and acting in no way helped make the reform a success and 
definitely played a negative role. The main evil, it seems, was 
the indetermination of the projected innovations, the growing 
eclectic nature of the system, and the fact that its basis came 
into conflict with alien elements. 


So what system of economic management do we consider to 
be the best at the new stage of socialist society’s development? 

One of socialism’s principles is that each has the 
right to work, each gets pay according to the 
work done. Yet, no one anywhere has ever proved that it 
is every worker’s right to earn as much as the most efficient 
worker does. If this were so, the right to work would 
undermine another principle, the right to pay according to the 
results of the work done. 

If we reduce the influence on a worker’s wages of all the 
factors that do not depend on the worker's personal input, 
that is, if we reduce the difference in wages at different 
industries or at enterprises of different sizes; if a bad worker 
can feel the results of his lazy and negligent attitude not only 
through not being given a bonus, but through a considerable 
drop in his wages; if efforts of efficient workers who succeed 
in carrying out the same amount of work with a smaller 
number of people are properly rewarded with a larger share 
of the saved wages. then it will not be the working process or 
the working time that will be stimulated, but the economic 
effect, independence and initiative. 

However, a bad worker also has a right to work, although 
he is likely to be the first to be fired from a team or a 
department operating on a cost-accounting basis. He will find 
it hard to get himself a similar job. However, there have 
always been and still are jobs which are not so attractive, but 
necessary. So the fired worker should be allowed to get such a 
job through state job placement centres with a guaranteed 
minimal wage, which is about eighty roubles a month now 
and is to grow, although it must always be less than “earned 
wages”. Once a man finds himself in such a position, he can 
very well get out of it by finding himself another job after a 
while or by making an effort to raise his own wages doing the 
job he already has. 

So, the pay for work done under the complete cost- 
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accounting system is based on three principles: a) the relation 
between the part of the wages which is guaranteed and that 
which depends on personal effort must change in favour of 
the latter; b) wages are a share of the final profit and depend 
on the scale of the work done, instead of the number of 
fulfilled tasks, sent down from above; c) the money earned 
must be distributed by the same group that earned it. 

These principles have already been partly applied by 
teams working on contract-—but only partly, for they must 
operate within the present cost-accounting system, which is 
not yet all-embracing. A full switchover to the contract 
system can be carried out only on the basis of complete cost- 
accounting at enterprises. 

Relieved of their daily routine tasks, the central bodies will 


be able to concentrate their efforts on working out a strategy of 


the development of the national economy, on solving important 
economic and social problems, on implementing the major 
target-oriented programmes for the development of the product- 
ive forces, on making industrial and territorial changes, on 
making rational use of natural resources, on protecting the 
environment, etc. Finally, it will be the central bodies that will 
supervise the functioning of the links in the cost-accounting 
system, establish the general principles of price-formation and 
wage setting, set up new bodies and constantly improve the 
national economy's entire management mechanism. 

There is still much to be said about an economic manage- 
ment system that would meet today’s requirements; we could 
further specify its model, improve and develop it. However, 
the main point is that the efficiency of an independent 
economy developing on its owrt basis depends mostly on the 
integrity of its management system. And this management 
system must be economic at all of its levels: in the team, at the 
cost-accounting enterprise and within economic management 
bodies. 
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Credit and Debit 
Socialism of thought vs. ‘“‘sentimental 
socialism” 


The word “‘prejudice’’ was used in the Soviet Union for 
the first time in an economic context by Lenin after the 
socialist revolution. This happened at the Seventh Moscow 
Gubernia Conference of the Communist Party on October 29, 
1921, during a discussion of the possible management meth- 
ods in peace time and of the basis on which relations should 
be built between the town and countryside, between plants 
and factories, and between enterprises and the state. ‘““To date 
we have already put a small number of enterprises on a 
commercial footing,’ Lenin said in his speech, and then went 
on to explain what he meant: ‘‘At these enterprises wages are 
paid according to the prices on the open market, and they 
have gone over to gold in their settlements.” ‘““We must not 
shun commercial accounting,” he insisted. “Only on this 
commercial basis will it be possible for us to build up our 
economy. This is being hindered by prejudice, by reminis- 
cences of yesterday.” 

And “yesterday” we had “war communism’, a setup that 
had no room for mercantile ways of running the economy, a 
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time when, under the surplus food appropriation system*. 
peasants had to supply their products to the towns, and the 
state in turn distributed the food in towns not according to 
work but according to food rations, according to lists of the 
membership cards of the consumers’ communes. 

And people believed then that abundance could be 
achieved by gradually increasing rations. And the 8th Party 
Congress even decided to perpetuate this policy without any 
references to conditions of war: it decided to continue the 
consistent transformation of trade into the planned and equal 
distribution of foodstuffs on a nationwide scale. This belief 
that it was impossible. inadmissible and improper to build 
socialism and eventually communism relying on the commer- 
cial initiative of plants. factories and cooperatives, but that it 
was proper and possible to build socialism and communism 
by distributing to the population everything from bread to 
buttons and to plants everything from wrenches to oil—this 
was the major misconception Lenin was quick to criticize. 

“We thought that under the surplus food appropriation 
system the peasants would provide us with the required 
quantity of grain. which we could distribute among the 
factories and thus achieve communist production and distri- 
bution... That, unfortunately, is a fact. 1] say unfortunately, 
because brief experience convinced us that that line was 
wrong,” Lenin explained, trying very hard to find a way of 
convincing everyone of making sure that not a single person 
was led astray, that yesterday's cavalrymen completely mas- 
tered the merchants’ ways, that they understood why “in 
attempting to go over straight to communism we, in the 
spring of 1921, sustained a ‘more serious defeat on the 
economic front than any defeat inflicted upon us by Kolchak, 
Denikin or Pilsudsky. This defeat was much more serious, 
significant and dangerous.” 

We should speak of the ideas and beliefs about ‘war 
communism” which existed before 1921 with all the respect 
due any great dream, and, on the contrary, we must regard 
similar ideas after 1921 without any respect whatsoever, 
which is just what a die-hard and stubborn stand deserves. 
When it was decided to abolish money in 1919 no one could 


* The surplus food appropriation system was the state procurement of agricultural 
produce in Soviet Russia in 1919-1921. Peasants were obliged to sell all the surplus of 
grain and other produce at fixed prices. 
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have known that, as Lenin put it later, nothing would come of 
it. There was no theoretical answer to this problem either; no 
such theory even existed. Marx and Engels could not have 
foreseen the great difficulties involved in the organization of a 
socialist economy, for they never really analyzed this subject. 
For instance, they presumed that under socialism the law of 
value would lose its effect. Lenin thought so too. The prin- 
ciple of democratic centralism was at first thought of as the 
masses’ right to participate in legislation and administration, 
while the economy was to be managed by administrative 
methods. It was only in 1921, when experience began to show 
that it was impossible to do without trade, that the belief in 
the rations policy became a misconception. 

Lenin at this point saw the greatest harm in the activities 
of those who “scatter orders and decrees right and left... and 
take it into their heads that the ‘great, victorious, world’ 
revolution can and must solve all problems in a revolutionary 
manner under all circumstances and in all spheres of action” 
without ever noticing that the revolution’s great virtue 
“enthusiasm, drive and heroism’’—started turning into a 
shortcoming when economic tasks had come to the forefront. 

Different people often understood Lenin’s ideas of the 
“mercantile” approach in different ways. In the early 1930s, 
for example, the future of the New Economic Policy (NEP) 
was discussed widely. Many people expressed the opinion that 
this idea was already outdated, that it was time to go from 
trade back to product exchange, which would begin the last 
stage of NEP. In Lenin’s time trade meant the end of the 
“storm” and the beginning of the “siege”; now it was time to 
end the “‘siege”’ and start the “‘storm”’, the ‘‘storm” of socialist 
construction. 

It wasn’t until twenty years later that the situation in 
agriculture made us return to this subject. By that time (the 
early 1950s) agriculture was lagging behind; nevertheless, 
what the state took in net income from agriculture was more 
than what was returned to it. Wages at collective farms were 
paid from what was left, which was a violation of the 
fundamental principles of reproduction of labour. Above all, 
obligations to the state were to be fulfillled and accumulation 
funds created. The prices of grain, meat, and milk were not 
always enough to cover what collective farms had to pay to 
deliver the produce to the railway station. This later came to 
be called ‘ignoring the commodity nature of agriculture’’. If 
an enterprise has no interest in making big profits, and a 
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worker has no interest in earning good wages, successful 
production is impossible. Such interest cannot arise without 
fully developed trade and commodity-money relations. And 
this kind of relations between the state and agriculture had 
simply been abolished. Years of running the economy on the 
basis of “surplus food appropriations” caused the nation 
great damage. While the supply of fertilizer doubled and the 
supply of energy and basic production assets increased by 
fifty percent from 1940 to 1953, production of foodstuffs not 
only did not grow but even dropped. It would seem that 
industry should have been gaining, under the circumstances, 
for it was getting raw materials almost free from agriculture. 
But no, it was losing, too, for it was impossible to receive 
large quantities of raw materials on such terms. Though the 
difficulties in agriculture were the most obvious of all, the 
violation of the principles of mutually beneficial trade and 
material incentives actually had an impact on the entire 
national economy. 

Such a situation could not last a long time. Only seven 
years after the Great Patriotic War (1941-1945), in 1953, work 
began to rectify the situation. According to decisions made at 
the CPSU Central Committee Plenary Meeting in September 
1953, purchase prices of basic foodstuffs were raised several 
times, the huge debts of collective farms and collective farm- 
ers cancelled, taxes reduced, and wages were increased (in 
some places they were introduced). It was stressed that in this 
way the Leninist principles of material incentives and cost- 
accounting were being restored. Much was said about how 
faulty direct administrative ways of managing collective farms 
were and about the advantages of economic methods. 

The new policy was resolutely pursued for three years- 
from 1954 to 1956. Due to the new purchase prices, wages 
went up at collective farms, and the average increase in gross 
output was 9.2 percent. In 1957, however, farm wages were 
frozen, and agriculture was quick to respond to thts, as if a 
’ kind of relay had immediately become actuated. The revenues 
from capital investments and the growth of gross output 
dropped by 50 percent. Rates of development continued 
falling, and the situation in and around agriculture increas- 
ingly came to resemble the one that had existed ten years 
earlier. And the whole situation was even talked about in the 
same elevated, confident and businesslike way. 

Meanwhile administrative methods gained strength, par- 
ticularly after 1960. As if they were introducing something 


24 


new and progressive, the authorities again started dictating 
state and collective farms what and how things should be 
done and again began cutting their supplies of machinery, 
fertilizer and building materials. After three years of success, 
it seemed that the time had come to reap the harvest. As a 
result, in the late 1950s and the early 1960s it seemed as if 
things had never been worse for agriculture, and the only 
possible direction of development was forward. 

Many Pravda readers felt a sudden wave of excitement as 
they opened their newspaper in the morning of March 28, 
1965, to see the headline printed in large letters: On Urgent 
Measures for Further Development of Agriculture in the USSR. 
“Urgent measures” are often associated with strict com- 
mands, for “urgent” is almost synonymous with “extraor- 
dinary” and “‘exceptional’’. This time it was just the opposite 
expressed rather calmly. The circumstances were truly ex- 
traordinary but the measures were expressed rather calmly. 
Episodes such as this one prove that there are grounds to talk 
about politics as an art. 

The large debts of state and collective farms were can- 
celled, purchase prices of basic products went up sharply, the 
rights of farms in planning were extended, and it was prom- 
ised that a state plan would be fixed for five years and that no 
changes would be introduced into it later. Farm managers 
were particularly inspired by the stability and moderation of 
plans (which had also been promised), for this meant they 
would be able to run their farms on a more or less long-term 
basis. It seems as if it was only then that suddenly, in distrust 
and confusion, they looked back at their life of yesterday and 
finally realized how difficult everything had been: to start 
breeding cattle and sowing crops without knowing for sure 
how much and what they would have to come up with tn 
autumn, how much fodder would be left, how much money 
exactly they would be allowed to spend to pay the farmers, 
for construction purposes and for the purchase of machinery. 

“‘Blessed is the one who saw this world when fate and grief 
were ling’ring here!...” In 1965 the March Plenary Meeting 
was followed by the Plenary Meeting in September, which 
decided to carry out a large-scale economic reform in indus- 
try. For many it was a time when very much was at stake. The 
next two or three years were truly brilliant and creative. A 
whole series of books on commodity-money relations was 
published, in which the recent and the distant, but suddenly 
so close past were analyzed in every detail. 
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People once again became interested in the history of the 
1920s, in the reasons why Lenin launched the New Economic 
Policy and in how commercial accounting operated. It was 
only then that many people started to realize that private 
enterprise and concessions were only a temporary and minor 
aspect of the New Economic Policy. There was still another, 
major aspect to NEP-—-the commercial basis on which state 
factories were run, conditions under which the “‘treasury”” was 
not responsible for ‘‘trusts’”’ debts. 

Those who believed that this was what the form and the 
essence of trade relations in the second half of the 20th 
century should be were called tovarniks.* Netovar- 
niks were those who still thought that real trade between 
state enterprises was absurd, for they were all owned by the 
state, and that the state simply had to run them in a rational 
way. These definitions were widely used at that time, but later 
they came to be used more seldom, perhaps because dif- 
ferences between the two groups of economists became less 
obvious—many experts started to assume intermediate po- 
sitions. However, the essence of those differences has re- 
mained unchaged to this day. 

To make things easier we shall call tovarniks 
“merchants” and their opponents—“‘cavalrymen’”, for 
they tried to solve all the problems in a hurry without doing 
much thinking. A “cavalryman’s” main misconception is his 
attitude towards the objective economic laws under socialism. 
When he hears the words “‘objective economic laws” with no 
further explanation, his mind takes in these words, processes 
them and then obediently swallows them. But if you start 
explaining to him that objective economic laws are things in 
the economy that do not depend on our wiil, no matter how 
educated or clever we may be, that the law of value is 
expressed in the price, the ‘‘cavalryman’’ becomes alarmed. 
For it is impossible to measure the value of a commodity by 
industrial expenditures, the way it is being done now, as Karl 
Marx proved theoretically and as our workers keep proving 
daily. Though the “cavalryman” is deeply convinced in his 
power over nature he still fears such words as trade, profit, 
commodity, commodity-money relations. And it never occurs 
to him that it is possible to learn a commodity’s value from a 


* From the Russian word “tovar’, meaning commodity. Netovarniks were their 
antagonists. 
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seller or buyer at the market, from a supplier or a consumer. 

He still regards a rigid detailed directive with impressive 
seals the only possible, admissible and fundamentally correct 
plan. 

Netovarniks were perhaps the most active in discussing 
and explaining the 1965 decisions. Yet they failed to convinc- 
ingly explain what was going on in our economy, the reasons 
for the mismanagement, shortage of goods and overproduc- 
tion. They blamed only the planners, who were not competent 
enough, and the irresponsible managers. That is why they did 
not suggest anything new except changes in personnel and 
increased propaganda. And they went on snubbing the tovar- 
niks, claiming that they were up to no good. In contrast, 
tovarniks—the “‘merchants’—explained all the problems 
rather clearly. Their explanations were based on a solid 
grounding, supported by well-known facts, such as the fact 
that the orders being issued then could bring to naught 
even the results of good work. 

“Artificial gaps in the framework of an industry, the lack 
of a connection between supply and industrial bodies, the 
great number of supervisory bodies—all this made the indus- 
trial programmes irresponsible projects, drawn up with best 
intentions, but groundless from the economic point of view,” 
Gleb Krzhizhanovsky* wrote. 

It now became clear that planning that does not take the 
consumer into consideration always has the same flaws. The 
planners can be numerous or few, but no matter how hard 
they try, in the end it always turns out that unnecessary 
commodities are produced whether they are planned or not, 
while necessary goods are not produced even if they are 
planned. 

The tovarniks warned that planning indices which had not 
been tested at the market, combined with the confidence of 
top economic managers that they could make accurate guesses 
and prescribe the socially necessary expenditures for every 
kind of produce, lead to the concealing of resources, dis- 
information and economic arbitrariness. Many economists 
quickly agreed upon the main issue: only commodity produc- 
tion, that is, production meeting the demand, can be success- 
ful. They explained the essence of commercial accounting, 


* Gleb Krzhizhanovsky (1872-1959), Soviet statesman and Party official, Vice- 
President of the Academy of Sciences of the USSR from 1929 to 1939. 
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which was needed to check the excess of socially necessary 
labour expenditures. They actively discussed specific issues of 
new management, what should follow the first urgent 
measures, and which of them should be revised and how. 

The publication in 1967 of the book by Prof. Victor 
Novozhilov* entitled Problems of Measuring Expenditure and 
Results in Optimal Planning was an exciting event back then. 
Although the book was purely scientific, its basic ideas were 
clear to anyone interested in the social sciences. 


“It is hard,” he wrote, “to imagine an economic error 
more grave than confusing debit and credit, results and 
expenditure. Yet the most popular methods of measuring 
human labour outlays contain elements of this error... An 
error made in a plan assumes the force of law for all the 
executors of that plan, making millions of people confuse 
expenditure and revenue and regard lower quality of products 
as a useful result.” 

He went on to say that measuring expenditure and results 
was the main problem of economic theory and practice, while 
all other problems either emerged from or led to this 
problem. The methods employed to measure expenditures 
and results could indicate how the economy is developing, 
show whether the management is sound and how it influences 
public consciousness, what new customs 4nd unwritten rules it 
introduces into the people’s everyday life. 


“Faulty methods of measuring expenditures and results 
lead to excessive expenditures in pursuit of imaginary results, 
create contradictions between cost-accounting and the plan, 
between an enterprise’s interests and those of the national 
economy. They hamper the distribution according to work 
done and impede the further democratization of economic 
management, as well as the further development of workers’ 
creative initiative.” 


Novozhilov regarded the ‘‘democratization of the planned 
economy” as an urgent task of historical importance. In fact, 
he devoted his activities to explaining what this is and how 
this should be done. According to Novozhilov, the democrati- 
zation of the planned economy meant, in fact, to make a 
directive plan ‘“‘a directive which, when followed correctly, 


* Victor Novozhilov (1892-1970), D.Sc. (Econ.), was awarded in 1965 a Lenin Prize 
for his works on economic problems. 


meets the personal interests of all those who executed it” at 
the given enterprise. 

This is the most important point Novozhilov makes both 
as an economist and as a political thinker. In fact, it was in a 
way his last will and testament to the tovarniks. He warned 
them not to go to extremes in opposing the “‘cavalrymen”’, 
not to jump from all-embracing centralism to boundless, 
overly enthusiastic, democratism. Only the combination of 
the two principles will work. And here Novozhilov introduced 
a notion which the “cavalrymen” still cannot comprehend: 
“indirect centralization”’. 

“Direct centralization consists in the concrete solution in a 
planning centre of questions of a certain category.” It assu- 
mes the form of a directive or an instruction. Meanwhile, 
indirect centralization “‘consists in establishing such norma- 
tives for measuring expenditures and results which enable local 
bodies to choose the alternatives that best meet the needs of 
the national economic plan, making ‘maximum results, min- 
imum spending’ their principle.” 

In an attempt to dot all the i’s and cross all the t’s 
specialists naturally questioned whether it had made sense to 
give industry all the attention at agriculture’s expense. Was 
the long ban on commodity relations and mutually beneficial 
trade between enterprises really justified? Did overestimating 
the value of directive methods lead to the extinction of 
commodity relations, or vice versa? 

According to certain specialists, the long adherence to old 
economic relations was connected with an erroneous interpre- 
tation of the theory and practice of socialist economy. The 
matter is that Lenin’s teaching on the principles of organiz- 
ation of socialist economy on the basis of commodity-money 
relations was erroneously applied only to the transition 
period from capitalism to socialism. This resulted in an 
underestimation of the value of commodity-money relations 
and even efforts to discredit them. This is just the right word, 
for what they tried to do was to proclaim them capitalistic, to 
make them look like something dirty, like mercenariness, 
money-grubbing. This was communist arrogance and hypoc- 
ricy: we run our economy on an ideological basis and not on 
a commercial one! It is hard to guess whether this was 
intended to ‘‘correct” the new policy before it took root, or 
whether such things were said because people were embar- 
rassed by the way the Central Committee explained the new 
policy—its explanations seemed to some people too frank just 
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as they did back in 1953. It was never said in 1953 that the 
decisions of the September Plenary Meeting (to raise purchase 
prices drastically, to decrease the tax burden on agriculture 
which had impeded its development, and to cut back on the 
administrative tutelage of agriculture) brought relations of 
production closer to the productive forces, that changes in the 
situation were being taken into consideration, that 1t was no 
longer necessary to get agricultural produce from collective 
and state farms at almost no cost. Everything was said clearly 
and sternly: mistakes are being corrected, and the deviation 
from the Leninist principles of material incentive is being 
checked, not because the state accumulated great sums of 
money over the years it got agricultural produce for practi- 
cally free, but. on the contrary, because the state wants to 
start accumulating money at long last. In other words, the 
point was to make the law of value stop acting as a destruc- 
tive force. and start acting as a constructive one. It was the 
same thing all over again in March 1965: the deviation from 
the 1953 line is being checked, or so they said. 

Such straightforwardness in explaining the measures being 
undertaken proved that these measures were the result of a 
serious struggle. The word “struggle”, which often appeared 
in the newspapers, was just the right word, for a struggle 
really was going on all over, in theory and in practice. The 
deviations from the 1953 policy (as well as those from the 
1965 policy, as we shall see it later), indicated that there were 
people and forces which either wanted the deviation and were 
successful in getting it, or didn’t want the new policy, were 
unable to implement that policy, fight for it, and, most 
importantly, develop it. The fact that a sharp turn in domestic 
policy was taking place and that people should expect not 
only victories, but a difficult struggle too was talked about 
openly. Old ways do not disappear all at once; they continue 
to live as well, in many customs and habits, and present a 
serious threat to any new policy. All this was stated and 
discussed clearly and openly. 

A curious place in the history of this struggle belongs to 
Nikolai Petrakov (b. 1937), an economist and now a cor- 
responding member of the Academy of Sciences of the USSR. 
In 1973 he had an important and at the same time sensational 
article published in the World Marxist Review magazine. It 
was so important because among netovarnik economists 
Petrakov had a reputation as being one of the most ardent 
supporters of spontaneous development in the national 
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economy. And he (and not his opponents) had directly 
criticized spontaneous development in his article. 

He showed that the “cavalrymen” essentially made the 
same mistakes as the liberals in the West from among the 
armchair improvers of socialism. They are both confused by the 
similarity between cost accounting and economic account 
practices at capitalist enterprises. Neither of them understand 
the difference between Western market categories and similar 
value categories in the socialist system, such as profit, profit- 
ability, rent, credits, payments for assets. Petrakov wrote: 
“The question is who sets the goals of socio-economic develop- 
ment, for the sake of what technical progress is taking place. 
No vulgar economists can ever understand this, whether 
they are leftist or rightist, red or white, or even striped.” 

Administrative levers were still very powerful after 1965 
and could become even more so at any moment, which 
worried tovarniks. The economy still presented a lot of 
temptations to grab for a wrong lever, that is, for an old lever 
instead of a new one. The stable and reduced five-year plans 
sent to state and collective farms in March 1965 were ex- 
pected to be overfulfilled, for the price of grain produced over 
and above the plan was SO percent higher. State and collective 
farms were not pressed to deliver specific amounts of grain to 
grain silos by a fixed day or hour. So how did this change the 
situation? The spontaneous way of procuring farm produce 
led to total disorder. One farm sold the state half of its 
harvest, while another sold a quarter and a third farm-——only 
20 percent of its harvest. In the Northern Caucasus, for 
example, participation in state procurement ranged from 30 
to 70 percent. All this threatened to cause serious trouble. 
Some people decided that economic levers had proved to be 
inefficient, and that even large amounts of money could not 
urge our farms on any better than the old familiar order: 
“Come on! Come on!” As a result, former practices were 
restored, assignments once again began changing almost 
every week, and the gap between real policy and the March 
Plenary Meeting decisions deepened further. If money—and 
lots of it!—did not stimulate farmers to sell more grain then it 
wasn’t money after all. Others said that there was something 
wrong with the money. The question naturally arose: “What 
can you buy for this money?” However, as it 1s with most 
conclusions that are obvious, it took a long time for many 
people to reach this conclusion. 

Gennadi Lisichkin, a journalist and economist, wrote a 
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detailed article in the 1960s about a curious picture, rather 
typical in those days, in the Northern Caucasus. In one area, 
comparable in size to a small European country, the soil was 
rich, there was a lot of sunshine and plenty of water. 
Cultivating wheat was therefore very profitable for local 
farmers, whereas sheep farming and dairy cattle breeding 
would have never paid off, even after prices of meat and milk 
had increased. In another area the situation was different: the 
soil was poor, and the land was so hilly that very few 
harvester drivers would risk working there. But there were 
splendid natural pastures. Here cattle breeding was profitable, 
whereas wheat growing did not pay off. So in the place where 
wheat cultivating was profitable, the farmers were instructed 
to breed cattle and hold back on grain farming, sowing fodder 
crops on “wheat” lands. And in the area where cattle breed- 
ing was profitable, the farmers were ordered to sow wheat 
and plough up the pastures, making them unfit for cattle and 
sheep breeding. 

One would think that stupidity, ignorance and irrespon- 
sibility were to blame when some farms pleaded to be allowed 
to sow more wheat and breed fewer sheep, while other farms 
asked to be allowed to breed more sheep and sow less wheat. 
And the first would be told that the country needed mutton 
from them even if this did not pay off, and the other would be 
told the same thing, only about wheat. But it was not 
stupidity that was to blame here; it was something worse— 
“planning from the attained level” in action. This was a most 
vivid manifestation of regarding agriculture as something 
dead, as something independent of nature and in no way 
connected with it. “This is a way of working out a plan by 
taking the average figure indicating growth, automatically 
adding it to the last year’s result, and introducing the result- 
ing figure in the next year’s plan’. Such a way of planning 
encouraged farm managers to report figures lower than the 
actual ones and conceal their real reserves. But that is not all. 
“From the attained level” means that should cactuses happen’ 
to be sown somewhere by mistake instead of wheat, there’ll 
always be cactuses in that place and not wheat. In other 
words, such a planning mechanism makes sure that economic 
structures, the variety of crops and cattle remain unchanged. 

As we all know, even in Georgia tangerines do not grow in 
every region. In one such region local authorities confiscated 
from profiteers 20 tons of tangerines that had been purchased 
somewhere near Gagra and sold them to the state. The 
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following line was added to the region’s report on the fulfill- 
ment of the plan for social and economic development that 
year: ‘“Tangerines. Planned (tons)—0, sold to the state—20, 
plan fulfilled-—100 percent.” The next year the region’s plan 
included the goal to grow 23 tons of tangerines. Even if this 
story is only a legend, it is still very realistic. 


In 1967 there was a short but heated debate over the ways 
of agricultural development in the press. The public at large 
heard the distant sounds of a struggle going on between two 
trends. The supporters of the first trend, the ‘“‘economic” one, 
suggested that solutions be looked for in production relations, 
something called the **economic mechanism”. The supporters 
of the other trend opposed the first group. They found 
nothing wrong with production relations, and were perfectly 
happy with the economic mechanism. They considered the 
existing situation sound and believed that people just had to 
work harder and that no discussions were necessary. At the 
March Plenary Meeting plans were announced to “promote 
the all-round development of commodity relations” as well as 
to “encourage unrestricted purchases”. This naturally en- 
tailed such steps as the strengthening of the rouble, the 
signing of contracts, wholesale trade; price formation based 
on socially necessary expenditures, etc., in short, everything 
that is vitally essential not only for all-round development, 
but even for minor changes in commodity relations. The 
“cavalrymen” called the discussion of these steps “making a 
fetish of commodity-money relations”. With this the object of 
their criticism became clear—an unrestricted state procure- 
ment policy. 


It was precisely with this that the deviations from the 
March Plenary Meeting decisions began. Once again, un- 
restricted procurement could only be dreamed about. As 
before, Moldavian farmers could sell their grapes only in 
Moldavia, which had plenty of grapes, and could not send 
them to the Urals or the North. The same was true of other 
fruits and vegetables. All this, including restrictions in trade 
which resulted in up to 50 percent of the harvest becoming 
fodder or simply being allowed to rot, was explained in the 
same way: the state knows better how to distribute the 
produce. Though the “cavalrymen” found it somewhat more 
difficult to oppose the March Plenary Meeting decisions to 
raise prices of agricultural produce, in the end they managed 
to succeed here, too—they got the prices of agricultural 
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machinery, mineral fertilizers, building materials and fuel 
raised as well. 

Tovarniks demanded changes supported by capital invest- 
ment, while the “cavalrymen” wanted capital investment with 
no economic changes whatsoever, and insisted that farms be 
supplied only with tangible things, such as machinery. They 
opposed the scientific approach of the tovarniks with an 
administrative and technical approach. ““Cavalrymen”’ were 
no good at coming up with new ideas and suggesting new 
ways of improving the situation. Instead they simply held out 
their hand and told the state: ‘Give us this and that, and 
everything will be fine.” They were given a lot. Capital 
investment in agriculture during the [1th five-year plan 
period (1981-1985) soared up to a fantastic figure of 170 
billion roubles, while the return from every hundred roubles 
spent on machinery, fertilizer, construction materials, etc., 
continued to drop. 

When examining various “collisions between plan and 
cost-accounting”’, including ones in the recent past, a question 
arises: why did economic methods fail to become firmly rooted 
in the national economy, as they were expected to in the mid- 
1960s and why, twenty years later, does the new edition of the 
Party Programme stress that “it is important to use 
commodity-money relations more fully, in conformity with the 
new content inherent in them under socialism’’? 

It is most appropriate here to recall Prof. Novozhilov’s 
words about cost-accounting. In the course of the democratiz- 
ation of the planned economy, he warned, it will become 
necessary “to organize the cost-accounting system for man- 
agement bodies’, and these bodies will have to be “re- 
sponsible for their decisions’. Material responsibility, how- 
ever, will be exercised to the fullest only after a means of 
measuring the results of management activities is found for 
the measurement of “‘the results of a unit’s work constitutes 
the basic principle of cost-accounting’’. In other words, the 
officials of ministries and other management bodies should 
make their living in the same way workers and farmers do. 
“The contribution of upper units consists in increasing the 
effect of the work of lower units and making this increase a 
result of the upper units’ planning and regulating decisions. 
This increase is hard to distinguish from the increase in profit, 
which is the lower units’ merit. However, this task can be 
solved, and it is high time to do this.” 

Novozhilov noted the necessity for conditions that would 
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make management officials responsible and interested in their 
job. An office employee who has a fixed salary, even if he 
does work hard, is something totally different from the office 
employee who has to earn his income. The first category is a 
breeding ground for bureaucracy and subjectivism (why not 
call it red tape, arbitrariness, etc?), whereas the second cat- 
egory is not. Novozhilov was right when he said that what 
most of his contemporaries failed to understand was the 
difference between capitalist profit and profit of the socialist 
enterprise. That is why they feared “merchant” ways. 
Moreover, it is advantageous for a bureaucrat, as well as any 
official for whom his stable salary is the most precious thing 
in his life, not to see this difference, to ignore the law of value. 

However, the bureaucrat’s interest in the survival of 
administrative methods is not the only problem here, as 
anyone who knows how pronounced non-commodity feelings 
and notions are in our country would agree. A century ago 
Alexander Engelgardt (1832-1893), a Russian agronomist and 
publicist, described how the authorities would urge peasants 
to pay their taxes. ‘‘The tsar needs money,” they would tell 
the peasants. ‘“‘The tsar has a lot of money,” the peasants 
would reply. “And if he doesn’t have enough, he can just have 
more money printed.”’ Today we have an important issue to 
solve: we must make wages grow more slowly than labour 
productivity. It has often happened that when we needed 
more money, we simply printed more of it—-we can only be 
grateful that we are the masters now, and not the tsar. The 
public’s attitude towards money today—what money is and 
what it’s for--is also very revealing. It is believed that 
anything can be done with money, that is, not only can a man 
be paid for his work, but also he can be sold things that he 
doesn’t need but that the authorities want him to buy. 

To undermine the status of money means to undermine 
the principle of pay according to the work done. If one person 
can buy a certain item for a certain sum of money, while 
another person cannot, although he has the same money, 
either the money is not really the same or it is not only work, 
but something else, that is paid for. No matter to whom it 
belongs at a given moment, the rouble must have a purchas- 
ing capacity which remains constantly the same, or else it 
ceases to be a universal equivalent. It is only the rouble and 
not a person’s social position or friends that should determine 
what he is able to buy. This is not merely a matter of fairness, 
but something more important, for when the rouble stops 
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being a universal equivalent, people’s material incentive de- 
clines. In such a situation some people would rather spend 
their efforts and talents to find a better place with a better 
supply of goods, instead of working harder to earn more 
money. Gradually the respect for work would be lost and they 
would soon judge a person according to where he is allowed 
to spend his money instead of the way he works. 

There were some “cavalrymen” who were truly concerned 
that the market could somehow hurt the state. And their 
concerns were most sincere. And they felt responsible for the 
people, for upholding the most important basic national 
interests. However, they could not think in abstract terms, 
they could not separate themselves from the current situation. 
They reasoned the way a conscientious supplier, who’s always 
worried and waiting for someone to play tricks on him, would 
reason. What if the state doesn’t receive something? Or 
everything would be just the way it should, in accordance with 
the law of value, but granaries would stand empty by autumn? 
What if state and collective farms acted according to their 
(market!) interests and as a result there was nothing to eat in 
the towns? A “cavalryman” is mostly concerned by what 
would happen to state procurement. He is so afraid some- 
thing will happen to it, that he suddenly becomes very brave 
and even puts the words “unrestricted purchases” into quotes. 
He criticizes these words aloud only a year after they were 
most favourably referred to at the March Plenary Meeting 
and, of course, were printed without quotes: ‘“The state would 
encourage the unrestricted purchases of agricultural pro- 
duce.” A “‘cavalryman”’ is most sincere in his belief that he is 
saving the nation from chaos and disorder, which explains his 
great energy. No changes, no action, no destruction, no 
risks—-let everything stay the way it always has been. This is 
the policy a conscientious bureaucrat pursues, as he is con- 
vinced that no one can do anything without his instructions. 
He is the one who is busy from morning till night deciding 
whom to give what. He is the only one who knows what it 
means when there is a shortage of something somewhere etc., 
etc. This is a policy of active inactivity, a policy of treading 
water. 

Though the ‘‘cavalrymen” feel that they are obliged to 
care for the well-being of the nation, they are strangely 
unmoved by losses and waste of resources — by all the evils of 
the directive planning and management. The losses are in- 
evitable, there is nothing extraordinary about them. But for 
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such people the most important thing is how much is pro- 
cured for the state, and not how much is lost during harvest- 
ing and transportation, like the grain lost on the road or even 
in the field. They regard lost produce as someone else’s and 
consider as theirs only that which has been procured. Theirs is 
a philosophy of a one-time urgent need arising in an ex- 
traordinary situation. They care little about production, for 
there is no time for that, the most important thing is to take 
the finished product. Lenin renounced such a policy as soon 
as it became obvious that surplus food appropriation was 
hampering production by affecting people’s material incen- 
tive. However, the ‘“‘sentimental socialism” described by Lenin 
proved to be stronger and more powerful than expected. 
Another obstacle facing “socialism of thought” is the wide- 
spread belief, which is almost an ungrounded belief, that 
instead of giving people or enterprises a reason to work well, 
it is simpler to push them into working: why look for ways to 
make a plant cease producing substandard goods if it is easier 
to use an administrative method, that is, order the director to 
get rid of the defective products and start working-well, and 
come up with a slogan for the workers? 

What a “cavalryman” is well acquainted with is, so to say, 
a negative incentive, that is, the forced connection between a 
worker’s and an enterprise’s interests, between an enterprise’s 
goals and national goals. It never occurs to him that a 
positive incentive is far more effective than a negative one, 
that only a positive incentive can work miracles. 

Before the Great Patriotic War of 1941-1945 there were a 
lot of accidents at our electric power plants. ‘““More often than 
not the causes of such accidents were mistakes on the part of 
personnel,” the daily Pravda wrote. “It was a difficult time. 
Some workers, who were almost ignorant in matters of 
technology, would blame saboteurs for every accident. This 
was confusing and made it difficult to discover the real 
cause.” One day a young engineer named Dmitri Zhimerin 
was appointed to an accident investigation committee. He 
insisted on totally changing the situation: to punish people 
less for poor work and encourage them more for work done 
well. “‘For example, a large bonus was given if fuel was spared 
and the schedule was kept. Moreover, an extra 10 percent was 
due if there were no accidents for a year, and if they managed 
to avoid an accident for two years running, the bonus was 
increased to 15 percent. If an accident occurred, the pay went 
back to what it was before.” It turned out that people 
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managed to do things they were never capable of doing before 
even when in danger of being accused of sabotage. They did 
this because they had a definite clear material incentive which 
not only made them take good care of machinery, but also 
inspired them to study keenly. In a year the number of 
accidents for which the personnel was to blame was five times 
less, and the young engineer was appointed Minister of Power 
Plants. 

Discussions about reporting indices are another illustration 
of the difficulties basic points in commercial accounting present 
to many people. Each year a lot of well-educated and hard- 
working people invent those indices. They discuss what an 
enterprise should report on to the central authorities, what 
results could best illustrate its performance. This question has 
long been absolutely clear to tovarniks. Indices for good or bad 
performance of a factory, state farm, collective farm, or even a 
stadium cannot be invented, they can only be discovered in real 
life, which is possible only if we are well acquainted with the 
laws of commodity production and know how to apply them. 
These are the same signs which indicate the well-being of a man, 
that is, how much he earns. This is the important thing to know 
in order to decide how he is doing. Let’s take a turner for 
example. We are not likely to ask how many components he 
manages to turn in one shift or one month. Rather, we ask 
about his wages. If we take money as a universal equivalent, 
regarding commodity-money exchange as the highest form of 
exchange, then the only real indication of a plant’s performance 
is found in the financial side of production. This is gross income 
and profit. When the principle “the treasury is not responsible 
for the debts of trusts’’ was proclaimed, it gave rise to these 
indices. 

And then they manage to make a mess of this question, 
which is so easy and simple. They suspect that income and 
profit do not show the actual facts and lead an enterprise in 
the wrong direction. At the same time they ignore the fact 
that trusts are powerful enough to assume the responsibility 
for their performance instead of placing it on officials above 
them. Indeed, it would be absurd to fix the price of a product, 
establish the volume of production for an enterprise, and 
assign suppliers and consumers, in other words, to decide 
vital questions for an enterprise and at the same time bear no 
responsibility for losses. The one who decides is the one who 
is responsible. If an enterprise does not make the decisions 
which determine whether it operates at a profit or at a loss, it 
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has no right to profit and is not responsible for losses. Lenin’s 
idea that “the treasury is not responsible for the debts of 
trusts” is both a demand for and a guarantee of trusts’ 
sufficient economic independence, as well as a demand for 
and a guarantee of respect for commodity production laws. 

Tovarniks call for not standing in the enterprises’ way in 
their efforts to get what everyone engaged in commodity 
production strives for: income and profit. A person engaged 
in commodity production, expects money, income and profit. 
Harmonious interests naturally result from careful regulation 
of prices, interest on loan capital and taxes, with strict 
account of losses caused by interference in natural processes, 
and the checking of the correctness of each interference at the 
market. Those who invent pure indices do not understand the 
nature of money. They seem to regard it as paper. They fail to 
understand that money is a means of real value exchange, and 
that all that is necessary for the exchange and values to be real 
is to let the money be money. 

To abuse is not the right way to discuss things, but even 
this noble rule can be harmful if exaggerated. While the 
“cavalrymen” found many ways of referring to the ‘“merch- 
ants’’, the strongest word they ever heard in response to their 
abuses was “‘ignorance’’. Suffering as much as the others from 
the “cavalrymen’s” activity, standing in line to buy vegeta- 
bles or a roll of toilet paper, tovarniks did not rush to reveal 
the driving forces of this activity, its historical background, 
its theoretical basis and the different trends and theories it 
was connected with. Several important observations were 
made in this regard in the discussions in the 1960s. According 
to the best Soviet economists, the long neglect of the market as 
one of the regulators of the national economy was directly 
linked with the revival of “left-wing communism”, which 
Lenin had opposed so fiercely. It was then that Prof. 
Novozhilov quoted, perhaps for the first time since NEP, 
Lenin’s words about bureaucratic utopias. 

When it became absolutelv clear to Lenin that it is 
impossible to build socialism by relying on enthisiasm alone and 
what is needed most is material incentive as well as the trade 
interest of enterprises and people’s concerns as consumers, the 
natural human desire to get due pay for work done, he started 
pouring ice-cold water on the best leaders of the revolution to 
cool them down and make them take a realistic stand. 
Bureaucratic utopia is a situation when plans are overly 
optimistic, not when plans are worked out on a realistic basis, 
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with the difficulties and possible failures taken into 
consideration. 

Lenin used the word “utopia” for the last time not long 
before his death in an article entitled On Cooperation. He 
realized that collective economic initiative was possible in the 
Soviet system and that, moreover, it was indispensable for 
economic development; he realized that cooperative develop- 
ment was, in fact, synonymous to socialist development. And 
what's most amazing is that establishing public ownership of 
the basic means of production made it possible to turn many 
fantastic and romantic dreams of great theoreticians of 
cooperatives, starting with Robert Owen, into reality. Certain 
points in their teaching ceased being senseless, and that is fine. 
But what about the senseless things that remained? What 
must we be careful not to take from them? Their trust in the 
power of directives, instructions, etc; Saint-Simon’s belief that 
the decrees from the Central Bank where the infallible people 
were sitting could make a heaven on Earth. This trust later 
produced an attitude towards trade and commodity economy 
which Lenin defined as communist conceit, “sentimental 
socialism” for semi-lords, semi-peasants. 

Attractive but helpless “‘sentimental socialism” gave rise 
to childishly exaggerated belief in the power of a direct order. 
And Lenin considered this belief to be just about the only: real 
internal danger to the revolution, because the disease was 
more than deadly—it could destroy the revolution from 
within: It is the disease General Secretary of the CPSU 
Central Committee Mikhail Gorbachev recalled in one of his 
speeches: ‘Many people believe that a goal can be reached 
much more quickly and easily by issuing commands than by 
seeking advice.” “More quickly and easily” is another way of 
saying ‘““we won’t promote democracy!” All right, so we won’t 
promote democracy, but then we'll have to say goodbye to 
sufficient: production growth and to technical progress. 

Bureaucratic utopia is improving society by bureaucratic 
methods. It is not by chance that Lenin was very much 
concerned with bureaucracy ir his last years. He expressed his 
concerns in very exact and comprehensible terms. What are 
bureaucratic methods? They include orders, instructions, di- 
rectives, etc., sent down by the senior officials to minor ones, 
from office to office. Bureaucrats count on obedience 
and not on interest. 

When an unreal, unattainable goal is set, the approach to 
achieving it is inevitably formal and ostentatious. Everything 
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becomes absurd. Self-seekers, chatterboxes and careerists join 
forces to settle their affairs quietly and suppress everything 
that is intelligent, talented and honest. Finally they announte 
that the absurd goal has been attained ahead of schedule, of 
course. 

Modern utopian socialists are grim people trying to invent 
perpetual motion in society. These people are energetic and 
stubborn, but the main reason utopian views have been 
spreading lies in the social and economic life of millions of 
people, in their existence, which is in no way ahead of their 
consciousness. It lies in the economic difficulties and failures 
of the 1970s, which started to be analyzed in the spring of 1985. 
All this brought about utopian dreams and bureaucratic 
reasoning, for example, the idea that in “‘our” society no one 
should ever earn more than the average man, which should be 
ensured by introducing new paragraphs into certain 
instructions. 

However, it is becoming increasingly obvious that a shift 
towards the ‘‘mercantile” way of thinking is taking place. The 
press has started writing that long and futile efforts “to 
improve the gross output indices” proved that the easiest way 
to “evaluate industrial efficiency is by measuring surplus 
product.” “Easiest” is probably not the right word here, but 
“surplus product” is to the point. These words along with 
the words “commodity-money relations” have not been 
heard since the 1960s. 

Economic and production managers are starting to use the 
language of the best specialists of the 1960s. They explain the 
ABC of commodity-money relations in the following way: 
“The basic principle of cost-accounting, that is, self-repayment 
and profit making, profit being necessary for extended repro- 
duction and social progress, should be implemented through 
prices. The latter should be set by the market “as a result of the 
interrelation between the supplier and consumer” who would 
adhere to the main market principle of mutual benefit. 

In his speech at the 27th Congress of the CPSU, Vsevolod 
Murakhovsky, First Deputy Chairman of the Council of 
Ministers of the USSR and Chairman of the Agro-Industrial 
Committee of the USSR, stressed the significance and import- 
ance of the discussion of commodity-money relations, saying: 
“Neglect of the important role of commodity-money relations 
in raising people’s incentive as well as in raising industrial 
efficiency weakened the cost-accounting system. The socialist 
market must play an important role in increasing the output 
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as well as in improving the quality of products. This must not 
be feared.” 

The balance between supply and demand can be clearly 
seen at the market. This market is not, of course, “the free 
market” which disappeared long ago even in the capitalist 
world, neither is it the market invented by some of our vulgar 
economists to scare everybody with “spontaneous develop- 
ment”. What we have in mind is the market which exists in 
conditions of the public ownership of the means of produc- 
tion. a planned economy and fully developed cost-accounting. 
It is a market which is based on all-round business cooper- 
ation between enterprises and agreements between supplier 
and consumer enterprises, agreements which are taken into 
consideration in economic plans. 

Peoples’ minds—-that’s the real theatre of action. A “‘cav- 
alryman” can fight with a “merchant” in one man’s con- 
sciousness or even in the consciousness of a whole office. A 
typical feature of our time is that this fight is being escalated. 
If the “‘cavalryman’’, who is used to thinking of the market as 
something criminal and alien, took a better look at that 
market, he would realize that the market is, in fact, the whole 
people. people who want to buy something according to their 
taste and abilities, workers, engineers, all sorts of people. He 
would realize that to be afraid of the market, its decisions and 
hints, to suspect it of ill intentions, is to be afraid of ourselves. 
He would realize that giving the market a chance to “express 
its opinion” means strengthening and developing consumers’ 
rights, it means giving the consumer broader opportunities to 
take part in economic management, both as a possessor of a 
certain sum of money and as a fuctory worker. As a possessor 
of money he would encourage the manufacturer whose goods 
he likes the best and ignore the one whose production is poor. 
And as a worker he would also act as a consumer, for his 
enterprise is a consumer too, with the same rights as any 
individual consumer. Market testing is, in fact, a test carried 
out by people. 

And the ‘“‘cavalryman” who has started thinking and for 
that reason slowing down from a gallop to a trot would 
finally see that socialist commodity production is really 
socialist, belonging to the whole nation. He would understand 
that it must be treated with due respect, and that it is wrong 
to reduce management to giving orders only. Such ways are 
harmful for the national economy, for they result in lower 
production rates, unjustified expenditures, losses and waste. 
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He would realize that commodity-money relations are in 
essence a language, and capitalist enterprises speak this lan- 
guage with their own accent, a capitalist accent, whereas 
socialist enterprises can and must speak this language with 
their own accent, a socialist accent. They must do this in the 
interests of every person and the nation as a whole. 
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Acceleration: Possibilities and Obstacles 


The whole of our life could have been much better, had we 
been honest with ourselves. This is true whether we are 
speaking about everyday life or our national economy. 
Despite the approval of the acceleration policy by all the 
Soviet people, it is still being implemented with some un- 
certainty and somewhat unevenly; at times it is even being 
distorted. However, we probably shouldn’t expect anything 
else, for there can be no successful restructuring of the 
economy and society without restructuring people’s con- 
sciousness, without switching over to a new way of thinking. 
In other words, we have to reject outdated theoretical con- 
cepts and adopt new ones that meet the demands of today. 

Our social sciences, and our economics in particular, are 
not yet ready to start solving this historical task, as was 
pointed out at the 27th Congress of the CPSU in 1986. The 
lack of new ideas is probably best explained by the fact that 
the problem of the social sciences lagging behind is posed 
most often as a purely scientific_problem, whereas this prob- 
lem long ago became a soctat and moral problem, having 
to do with the deepest secrets ef human nature. Today the 
most important problems in the economic theory of 
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socialism are being set and solved in a new fashion. I shall 
deal with some of those problems that have escaped re- 
searchers’ attention, though they have acquired primary 
importance. 


Studying robots or studying man? 


Karl Marx once made a witty remark about the nature of 
bureaucracy that has always delighted me: “Its hierarchy is a 
hierarchy of knowledge. The top entrusts the understanding of 
detail to the lower levels, whilst the lower levels credit the top 
with understanding of the general, and so all are mutually 
deceived.”* This remark of his, in my opinion, gives an 
amazingly exact description of the relations betwen “the top” 
and ‘lower levels’? in our economic science of today. (This 
very welt might be a result of the excessive bureaucratization 
of science.) 

Indeed, “the top’, that is, political economy of socialism, 
is primarily occupied with the general laws of social and 
economic development and does not bother with details, such 
as the development of a certain branch of industry. The 
“lower levels”, scientists in applied economics, limit their 
research to looking for new ways to gain the biggest profit for 
their own industry or enterprise not bothering to draw general 
conclusions for the national economy as a whole. Moreover, 
no one really bothers to do anything about the glaring 
contradictions between the principles of activities of the “top” 
and “lower levels’? in economic science, therefore the two 
’ often end up deceiving each other. Proclaiming the ultimate 
goals for social production under socialism, political economy 
of socialism pays no attention to such trifles as the selfish 
aspirations of an individual industry that contradict these 
ultimate goals. The economists of individual industries often 
become the advocates of the latter’s selfish policies, finding 
scientific explanations for these policies without even trying to 
bring them in line with the general laws of socialism. As a 
result, the national economy is being literally eaten away by 
the cancer of “‘inter-departmental rivalry”, although this did 
not prevent political economy of socialism from painting our 
economic life in rosy colours for decades. The textbooks on 
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this subject described our socialist society as one in which 
production relations almost automatically unveil limitless 
possibilities for the development of productive forces, and in 
which there are no serious problems or reasons for alarm 
since ‘‘the few imperfections still existing will soon be over- 
come’”’. In short, as some social scientists have observed, their 
leading colleagues are studying an ideal society they them- 
selves have invented according to their own ideas of what that 
society should be like, instead of studying the real society 
we all live in. The authors of such textbooks seemed to have 
pursued the noble aim of raising the prestige of the newly 
built society by describing socialism as a conflict-free society 
or one where the main conflict is between the best and the 
backward (just good). In reality they did their country a poor 
service. According to their approach, the obvious shortcom- 
ings in our social and economic life are the natural conse- 
quences of socialism, instead of being a result of deviations 
from socialist norms. Once again the ancient rule is proved: 
““Lies can never save you.” 

One of the major faults in political economy of socialism 
is that it has ignored use value. A brief and most general 
description of consumption funds and requirements in a 
socialist society is squeezed in on a few pages in textbooks, 
and no reference whatsoever is made to use value. The reason 
for this is that leading scientists in political economy of 
socialism were not interested in man and his needs. 

Speaking at the All-Union Conference on Practical 
Science in 1984, Academician Victor Afanasyev admitted: 

““As a rule, we regard the working man only as the man 
who works. What we need now. is to study more aspects or 
even all the aspects of his life: his work, his family and 
social roles. We should look at him as a thinking, enthusiastic 
person with all of his complex feelings and emotions. In short, 
we should study the living man.” Political economy of social- 
ism studies production relations among people and so the 
most important object of its studies should be man. 

But what can political economy of socialism learn about 
man’s needs and how can it study use value if it still regards 
man almost exclusively as a worker? Is it clear now why 
applied economics in industries do not pay attention to the 
quality of production? Because it is also ignored at “‘the top”, 
by economic theory. It must now be obvious that the applied 
industrial economics will never be made a creative means until 
the abstract “worker” or the “individual’’ is replaced hy a living 
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person with diversified aspirations and needs, an active particip- 
ant in the struggle for social progress. 

To reveal the essence of the man under socialism and 
communism means to help find solutions to the global prob- 
lems of humanity. To do this, political economy of socialism 
should introduce into its teachings the category of the 
meaning of life, of man’s mission in the world. 

Let us try to approach this problem from another angle. 
According to the materials of the 27th Congress of the CPSU, 
unfavourable tendencies started emerging in the 1970s in 
national economic development. Yes. this is true, if we use the 
rates of national income growth and other figures in national 
economic development as our guidelines. However, for many 
people in the country that period was a successful one. The 
total amount of money in savings accounts. which in 1960 
was 10.9 billion roubles, grew to 46.9 billion roubles in 1970, 
soaring to 202.1 billion by 1984. That is, this sum increased 
more than four times in fourteen years. Much of this money is 
money people are saving to buy something not available at 
the moment. However. there is another category of people, 
people who have become tremendously rich just recently, and 
a considerable portion of the money is theirs. We now have 
our own “millionaires”, and their number is growing. There 
have been instances of people with modest salaries coming 
into possession of large sums of money, and not everyone 
who earned money illegally would take it to a savings bank, 
so the total sum of money saved was. actually considerably 
larger. 

What happened to the country in the 1970s, then? Did the 
national wealth grow slower or faster? It depends on what we 
understand that wealth to be, what the notion “wealth” 
means to us. Social wealth grew more slowly than desired, as 
did the personal wealth of most families. At the same time 
some people’s wealth increased at fantastically fast rates. But 
political economy of socialism doesn’t bother with such 
trifles. The textbook on political economy allots a page and a 
half to a very general discussion of personal property. 
Meanwhile, the public has for a long time now been raising 
questions not only about unearned incomes, but also about 
the emergence of the uncontrolled countereconomy, whose 
annual trade turnover is estimated at tens of billions of 
roubles. 

Our economics would have discovered a whole group of 
new businessmen of a different caliber, engaged in intensive 
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economic activity, had it not limited its research to social 
production only. There is a one-way connection between the 
sphere of activity of these new businessmen and society: 
money and wealth are passed only from the social to the 
private sphere and not vice versa. These businessmen get 
considerable amounts of social property by having ‘‘old” 
articles written off the inventory list and by stealing, practised 
for decades. “Extra” building materials were written off the 
balance at construction sites and enterprises to get into the 
hands of private persons. That is why official reports no- 
ticeably raise the value of public property, lowering it accord- 
ingly in the “private sector’. Moreover, the rouble in the 
latter is returned more than once, so had our economic 
science taken interest in the national wealth, including the 
“private sector’, it could have learned enough to help solve 
an important problem: how to cut off all the channels for the 
illegal distribution of the national wealth and in this way 
acquire funds for more rapid national economic development. 

The fact that these businessmen appeared in our society at 
a time critical for all mankind and started using all their 
energy to accumulate wealth is a result of their poor cultural 
and spiritual development, and low moral, or rather immoral, 
standards. Thus if economic science starts studying man 
(scientists say they know less about man than about the 
processes going on deep inside distant stars), it will inevitably 
not only reach the “‘meaning of life” category, but will also 
come up against the problem of moral ideals. Time calls 
for economic theory to cease ignoring the moral aspects of life. 
People’s morality, which determines among other things their 
attitude towards work and life as a whole, is acquiring new 
economic meaning nowadays. 


Economic science and the human factor 


Few things make me laugh the way I laughed when I read 
Marx’s Capital for the first time and came across the phrase: 
“fhe reality of the value of commodities differs in this respect 
from Dame Quickly, that we don’t know ‘where to have it’.”’ 
Curious enough, none of the professors of political economy 
could explain to me what was so special about that Dame. I 
was filled with indignation when J read the passages about the 
horrible working conditions children were subject to in 
Britain in the 19th century, passages written as impressively as 
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the scenes from Dickens’ novels are. Reading Capital, | first 
came into contact with the ideas of Plato and Aristotle, Dante 
and the Holy Bible. I was still a student and I didn’t know 
much about art, but I felt that the first volume of Capital was 
a masterpiece not only because of its political and economic 
ideas, but also because it was written very well. Many other 
works by Marx, Engels and Lenin not only possess deep 
thoughts and valuable information, but are also beautifully 
written, showing the artistic abilities of their creators. A 
contemporary book on political economy differs greatly from 
those deeply and passionately written classical works. Its 
language is dull and unexpressive (apparently considered to 
be a sign of a scientific mind), copy-book maxims are repeated 
over and over again to make up for the lack of facts from real 
life to support theoretical conclusions. At times I even think 
that it could do a young person who has not yet been 
hardened by life a lot of damage to his mental health for him 
to read such a book of 600 pages from cover to cover. And 
political economy is meant to study the most burning life 
problems. 

Now even the authors of those textbooks, which have 
nothing human about them, have started writing about the 
human factor. Many of them do not see the man behind those 
words, but rather think of the phrase as yet another way to 
make people work harder and better. Activizing the human 
factor, however, is by far a more complicated matter. It is 
another step taking us away from the economy where man is 
only a means of production growth to an economy where. 
production increasingly becomes a means of personal de- 
velopment. Scientists should finally come to understand 
human nature, which they have avoided studying, though 
classical Marxism-Leninism regarded its development as the 
essence of the historical process. 

I believe I’m not the only one who is annoyed by the 
excessive cosmopolitanism of textbooks on political economy. 
We have long been used to a) thinking of political economy as 
a universal, international science and b) thinking that until 
Lenin, or at least until the democratic revolutionaries of the 
19th century, there were no great political economists in 
Russia. However, both of these suppositions are partly 
wrong. 

Political economy is not only an international science, but it 
is also a national one. The nation has certainly made an 
indelible mark on it, the nation where this science was born 
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and developed. It was not by chance that Lenin wrote about 
German classical philosophy, English political economy 
and French socialism. Marx, too, saw differences between 
ancient authors and his contemporary economists (the com- 
parison was not in favour of the latter). He carefully studied 
Asian modes of production, in many ways different from the 
European one, and admitted that Russian historical develop- 
ment was quite original, so there was a possibility that under 
favourable conditions Russia might take a special path to 
socialism. Recall his well-known letter to Vera Zasulich.* In 
his speeches at the 3rd All-Russia Congress of Soviets and the 
llth Party Congress Lenin said that the route revolutionary 
Russia had taken was a bit different from the one Marx and 
Engels had predicted for it. 

Though its basic principles are the same in every country, 
political economy of course differs to a certain extent from one 
country to another, not only because economic development is 
different in different countries, but also because the concept of 
wealth is different. 

So Russia didn’t give the world Adam Smith and David 
Ricardo. But the reason for this is not that Russia lacked 
talent or that it had immature economic relations. This had 
more to do with a national peculiarity, with the Russian mind 
as it was depicted by Gogol.** There had been a widespread 
philosophy in Russia since the 11th and early 12th centuries 
according to which material wealth could not be considered 
something truly precious if it did not contain spiritual value 
too. Prominent figures in Russian culture did not limit their 
activities to economics or philosophy-—they were thinkers, 
they created philosophical systems in which economic views 
occupied an important, yet subordinate place. The 16th 
century Russian writer and thinker Yermolai-Erazm founded 
a great philosophy based on the category of harmony, instead 
of that of contradiction which later acquired such an import- 
ant place in Western social sciences. And his philosophy 
allowed him to speak out for the oppressed peasants. 
Unfortunately the history of Russian economic science has 
not been studied from this point of view. In the scattered 
studies that have been made, the views of Russian philoso- 
phers on the economy were called ‘Russian mercantilism”’ or 


* Vera Zasulich (1849-1919), a Russian revolutionary. 
** Nikolai Gogol (1809-1852), a Russian writer. 
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something similar. Yet, there was the amazing Ivan 
Pososhkov, a born scientist and a contemporary of Peter the 
Great, who criticized the ruling elite for squandering raw 
materials and selling them abroad for items of luxury. In 
doing this he acted not as a mercantilist, but as a patriot, a 
patriot convinced that spiritual values were of the greatest 
importance. He wrote: “If we want to raise the international 
prestige of our nation, we should do this by impressing people 
with our professional skills and high moral standards, rather 
than by purchasing luxurious clothing abroad.” Can you 
really call this “*mercantilism’”? 

Prominent figures in Russian culture in the 19th and 20th 
centuries also accepted that ancient understanding of value. 
In his Queen of Spades and in particular in his Covetous 
Knight, the Russian writer and poet Alexander Pushkin (1799- 
1837) described the frightening power of material wealth, the 
lust for gold and power, which he opposed to the nobility of 
the human soul, kindness and the rigid fulfillment of one’s 
obligations to the people. Neither Gogol nor Goncharov*, 
nor Dostoyevsky** could accept the idea of the accumulation 
of material wealth. Leo Tolstoy (1828-1910) rejected the 
political economy of his time, because he said it analyzed the 
experience of just one country-—-Great Britain, and just one 
epoch-—the 19th century, while hundreds of millions of people 
in other countries, like Russia, India and China took a 
different view on the meaning of life and the essence of 
wealth. Characters in books and plays by Anton Chekhov 
(1860-1904) argued a lot about national development and the 
social division of labour, inevitably connecting economic 
issues with moral issues, the meaning of life and man’s 
mission in the world. The writings of the chemist Dmitri 
Mendeleyev (1834-1907) also contain thoughts on the connec- 
tion between economics and morality. Today the writer 
Valentin Rasputin (b. 1937) is continually stressing the con- 
nection between morality and economic issues, issues of 
scientific and technological progress. So why should our 
political economists ignore that wealth which would be the 
pride of any nation? 

l am not trying to say that I'd like to see more Russian 
names among the great scientists of political economy. In this 


* Ivan Goncharov (1812-1891), a Russian writer. 
** Fyodor Dostoyevsky (1821-1881), a Russian writer. 
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regard I absolutely agree with Academician Dmitri Likhachev 
(b. 1906), who said: “The truth of a historian and philologist 
(or any scholar, I believe-—Author’s note.) is always patriotic, 
whereas no lie or deception can ever be patriotic.”” I am 
simply convinced that, by ignoring the high moral principles 
in Russian culture which had always linked economic issues 
with spiritual and moral values, our science of political 
economy is robbing itself. Although it has been possible until 
now to develop theory in this way, today, when it is becoming 
absolutely necessary to introduce man and all his various life 
activities into the science of political economy, it will no 
longer be possible to get by without the great wealth of 
Russian culture. 

What kind of man lives in the socialist society of today, 
what are his moral and social standards, what is his concept 
of the meaning of life and social justice? Whom can we regard 
as a hero of our times and whom a person behind the times? 
Although these questions have escaped the attention of poli- 
tical economists, they will now have to study them very 
closely. If we don’t try to paint our reality in rosy colours, but 
rather look at it with a sober eye, objectively, the picture we 
will get will be quite multicoloured and not always happy. 
The most prominent Soviet writers of the postwar period, 
showing new, remarkable features in the Soviet man, at the 
same time observed alarming tendencies which had started to 
develop. Their essense was best described by Vasili Shukshin* 
and Valentin Rasputin (especially in his story Fire). Vasil 
Bykov (b. 1924), a Byelorussian writer, has also been very 
expressive on this issue. He wrote: “We are right in saying 
that there is a problem of drunkenness, that there are ecol- 
ogical problems, etc. This is all true. But the point is that we 
are fighting the consequences of our problems and not dealing 
with the sources. And many of our problems today are due 
to the fact that the balance of human nature has been upset. 
I’m not a scientist or a researcher, but I do see one of those 
sources in the growing selfishness of some people, people who 
are interested only in their own personal pleasure.” 

Though many people are alarmed by the rapid spread of 
hedonist concepts in the socialist countries, a trend that 
makes pleasure the ultimate goal of life, it has somehow 
escaped the attention of our economists. It is easy to imagine 


* Vasili Shukshin (1929-1974), Soviet writer, film director and actor. 
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the actual value of theories, methods, mathematic models, 
etc., which ignore this process of becoming ever more egoistic 
that is going on in many human lives, a process that has 
always been a threat to the basic principles of society’s 
existence. The things that link people together, and not things 
that disconnect them, make a nation. The destruction of such 
links poses a deadly threat to any nation. 

Vasil Bykov noticed something we failed to see behind the 
growing educational standards, great numbers of books, etc. 
He says that our reader has not escaped 2 process going on all 
over the world. the interest in classical literature is dropping. 
Our public is reading less and less, with every passing year, 
with every decade. The situation is similar in theatre, cinema 
and music. Most people seek entertainment to relax; they 
don’t want anything that might make them think. This is also 
a result of the dramatic decline in our people’s cultural 
education. 

How could it happen that, while our educational stand- 
ards are growing, many people today have large holes in 
their knowledge of the basics of world culture? This is a 
question that calls for immediate investigation. 

There is probably not a single writer who does not ask 
himself the question: Who is the hero in our contradictory 
life, anyway? One possible answer to that question was given 
to me by a collective farmer, a wise old man with unshakeable 
life principles. His collective farm is well known and is headed 
by an almost legendary figure, a Hero of Socialist Labour. 
There is a board of honour there with photographs and the 
names of outstanding workers who have been decorated with 
orders and medals. My companion, however, does not con- 
sider these people heroes. 

“They are good workers, it’s true. But what’s so heroic 
about them? They work hard and they earn a lot: everybody 
respects them. But take our head librarian. She has been 
doing her job every day for over thirty years now earning a 
very modest salary. Just ask to whom people turn in times of 
sorrow or times of joy. To her. Who’s the one who brings to 
your home the book you need most at the moment? She is. 
Whom do people consider the living conscience of our village? 
Her.” 

Yes, my wise old friend was right. Have we not been one- 
sided in giving all our attention to outstanding workers? I do 
not want to belittle their merits; I am convinced they will 
continue to be respected. However, it is high time we took a 
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closer look at another type of contemporary hero. He is an 
unselfish person totally devoted to a noble job. a job needed 
by society. Perhaps he is working on a new technical idea, or 
spends his free time with other people’s children to help bring 
down the number of problem teenagers. Such people do not 
demand anything for their services. but they do more to 
improve our hfe and make a bigger contribution to social 
progress than anyone else does. Neither technology, nor 
society itself can progress all by themselves: they get one step 
higher only because of human progress, first and foremost 
moral progress. The growing egoistic tendencies are being 
opposed by those noble people who are working selflessly for 
the people they love. 

By the end of his life, Marx reached the conclusion that 
ancient societies had been more stable than the capitalist 
society he lived in. The race to accumulate material wealth 
had Jed to the aggravation of class antagonisms. And Marx 
realized that society’s viability had turned out to be more 
important than material wealth which could never have made 
up for the lack of humane traits. There 1s one quality which 
most people today lack but which is very necessary and 
present in those devoted persons. the heroes of our times. 
That quality 1s love for people. Today love for people and 
one’s job is absolutely indispensable in every field of human 
activity, whether that field be agriculture or pedagogical 
science or some other field. Love then ceases to be merely a 
psychological category and becomes a global] one, a category 
every science must take into consideration. Moreover, it turns 
out that a lack of love cannot be compensated for with 
economic measures. . 

For example, once there was a tractor driver who would 
help out an old woman every spring by ploughing her 
vegetable garden for her. As payment. he would get a bottle 
of vodka. Then it was forbidden to use the tractor to obtain 
an unearned income, and the tractor driver now has to buy 
his vodka himself. But the one who really suffers in this case 
is the old woman. The collective farm chairman didn’t have 
much love for people, he never thought about who would 
replace the dishonest tractor driver. As a result, the woman’s 
garden is uncared for. Love is a very subtle thing, something 
difficult to introduce into economic relations. 

We must not let ourselves have too narrow an understand- 
ing of the goals of social and economic development; they are 
not just social and economic goals, for the greatest acceler- 
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ation is attained through the perfection of people. through the 
widening of their outlook, through their understanding of 
their universal mission and their role in solving the global 
problems of humanity. For the individual society’s improve- 
ment means self-improvement, intellectual development and 
spiritual growth. The duty of the social sciences is to help the 
individual in this, to show him the horizons and ways of the 
spiritual and moral perfection of people. 


Man is the measuring stick of all sciences 


I have been stressing the necessity for economic science to 
start studying man for two reasons: first. this is a particularly 
important and urgent subject for economics, and secondly, 
economics is a science in which the human factor is ignored 
the most (and economic science itself is the biggest loser here). 
However, this does not mean that there are no similar 
problems in other fields of knowledge. 


Corresponding Member of the USSR Academy of 
Sciences Ivan Frolov (b. 1929) starts his book Man's 
Prospects by saying: ““The problem of man, of his essence and 
existence, both in the material sense and in the spiritual, his 
development and predestination, his future—that is probably 
the most crucial of all the problems that ever arose for 
mankind through the thousands of years of its existence.” We 
must admit, however, that the natural and technical sciences 
have not studied this problem properly. For centuries they 
studied primarily the “external” world surrounding man, the 
objective being to assimilate this world and discover new 
sources of expanding society’s material wealth. They were 
successful in this and were praised for it. In recent times, 
however, the situation has drastically changed. 


Industrial expansion has resulted in the horrifying pol- 
lution and impoverishment of the environment. The tragedy of 
Hiroshima and Nagasaki made many people take a look at 
the new role of those scientists who had put such great 
destructive power into the hands of people who were ready, 
for the sake of their own, selfish interests, to blow up human 
civilization. At one time the reading public was shocked by 
Leo Tolstoy’s statement that all cultural and intellectual 
development had been reduced to the invention of new and 
better weapons for killing. He regarded this as an indication 
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that civilization’s death was approaching. So what are the 
relations between science and people today? 

In a talk with Gleb Krzhizhanovsky in 1921, Lenin said: 
“After some time electric power plants and other industrial 
monsters will put their ‘iron heel’ on the fields and forests, on 
the banks of crystal-clear rivers. People will dream about 
taking a breath of fresh air and drinking some fresh water. If 
we do not take care of nature, socialism will be impossible. 
...You must take this into careful consideration at the State 
Planning Committee.” 

I] do not know how carefully this matter was considered at 
the State Planning Committee, but for the past 65 years the 
humus content of the soil has drastically decreased in many 
regions, including the black-soil areas; almost all the trees in 
the taiga have been cut down in the European part of the 
country. According to the writer Vasili Belov (b. 1932), there 
is no longer anything separating the steppe from the tundra. 
The area of the Siberian forests is constantly shrinking, and 
these forests are the second largest suppliers of oxygen in the 
world, after the Amazon forests, which are diminishing rap- 
idly too. The “iron heel” has even stepped on the tundra, 
where the vegetation is very delicate and difficult to restore. 
More and more spots are appearing on the country’s map 
indicating areas where the concentration of harmful sub- 
stances in the atmosphere is so great that it is hazardous to 
human health. Does our science not know about all this? 
Doesn’t it give its consent to what is going on? Wasn’t it 
science that created machines which achieved higher produc- 
tivity and saved money, while almost forgetting about 
people’s health and their working conditions? Vasil Bykov 
said: “I believe my attitude towards fundamental science in 
general is somewhat paradoxical. I am worried that it is losing 
its humanitarian basis. Not only individual people, but whole 
groups of people, including scientists, are becoming 
increasingly selfish.” Academician Nikita Moiseyev* is anoth- 
er scientist who stresses the need for science as a whole to 
turn in man’s direction in order to avoid catastrophe. “The 
first half of the 20th century saw development in physics and 
later in biology. The 2Ist century will be the age of the 


* Nikita Moiseyev (b. 1917), an expert in the field of mechanics and applied 
mathematics, one of the heads of Project Geya—a system of mathematical models of the 
biosphere. 
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humanities, the study of man and mankind.” The patronizing 
attitude towards nature that once reigned in science has 
become totally obsolete. Moiseyev continues: ‘Man is part of 
the biosphere, and no matter how hard he tries to assimilate it 
in accordance with his needs, he must at the same time adapt 
his existence to its laws. There can be no conquering of 
nature, but only the harmonious coexistence of nature and 
society. Otherwise mankind will not survive, as the great 
Russian scientist Vladimir Vernadsky (1863-1945) observed at 
the beginning of the century. So now we know that there is a 
certain border that we shall never have the right to cross. 
Science must be able to see that line, to determine the extent 
to which we can interfere with the biosphere. Not only wars, 
but also other hasty and careless human actions could be 
fatal. It has become vitally necessary for mankind to start 
searching for ways of ensuring the harmonious coexistence of 
man and nature.” 

We can only hope that the decision adopted by the 
Academy of Sciences of the USSR in March 1986 to launch a 
complex study of man will help all sciences——natural, tech- 
nical and social—to take a new look at the human factor. 


I have said a lot of bitter words about the state of our 
science today, about the fact that it has fallen behind the 
requirements of real life. We cannot remain silent about this, 
for the goals the nation is supposed to achieve by the year 
2000, according to the decisions of the 27th Party Congress, 
are very important. These will not be the world’s highest 
standards in productivity, but only an important step in that 
direction. If we succeed in rectifying the situation in science, 
we could easily go even further. If not, we shall find it very 
difficult to attain just these goals. The question of rectifying 
the situation in science is therefore of utmost importance for 
this will determine whether or not there will be a sharp 
acceleration of the country’s social and economic development. 

Everything said about the problem of our science lagging 
behind was not addressed to anyone in particular. We are all 
to blame for this situation, although it must be said that the 
past years were not especially favourable for daring scientific 
research. Today all scientists are being given the chance to 
prove their understanding of the nation’s goals as well as their 


57 


desire and ability to take part in attaining them. Neither 
personal ambitions nor hurt feelings can be allowed to impede 
the most important thing: those who cannot switch over to 
the study of the human factor will have to make way for those 
who understand and accept what is needed. This pertains first 
and foremost to the social scientists, economists in particular. 
The need for perestroika arose not due to the wishes of 
individual executives, but due to life itself, and no one will be 
able to hide in a quiet place and wait it out until everything 
goes back to the way it used to be... 
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The Social Mechanism of the Economy 


What does sociology deal with? 


The system of social production or, more precisely, the 
economy, can be considered and studied from various angles. 
For a technologist this is a process whereby materials and 
energy are gradually turned into a finished product. For a 
cybernetics engineer it is a flow of management data, a 
process of making and implementing decisions. For an econ- 
omist it is, first and foremost, the production and distribution 
of national income and social product. All these professional 
pictures of our reality tacitly admit human presence: it is 
people who transform raw materials into finished products, 
exchange information, and create and distribute social values. 

Some of the most pressing economic problems are directly 
linked to the “purely human” factor. As scientific and tech- 
nological progress continues, the role of man in the economy is 
becoming decisive. Some categories of workers are now hand- 
ling automatic machine tools and production lines which cost 
as much as they earn in a lifetime. Engineers adopt technical 
decisions each of which either gains or loses tens of thousands 
of roubles for the nation. Scientists are working out projects 
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that cost many thousands of millions of roubles (such as the 
project to direct part of the water of northern rivers into the 
Caspian Sea and of the Siberian rivers into the Aral Sea). The 
future of these projects is decided by ordinary people, our 
contemporaries, who possess the required professional know- 
ledge and foresight and who also have some particular inter- 
est in having their own decision—and not some other 
decision—implemented. 

Social scientists concluded long ago that the human role in 
production is the decisive one and that its importance will 
only increase. Meanwhile, man, unlike raw materials or 
machines, is a social being and has his own values, interests 
and plans which he tries to carry through. 

Sociology focusses on man as a social being, living among 
others, and interacting with his own social group and other 
social groups. \t also deals with the economic aspects of 
society's life. Sociologists often conduct research into the 
economic sphere. This research deals with people’s attitude to 
work, their role in managing production, the migration and 
turnover of manpower, the process of choosing a profession, 
and training problems. Sociology of labour, industrial so- 
ciology, sociology of organizations are closely ‘associated with 
economics and, in fact, deal with the social aspects of econ- 
omic problems. But combining the results of these highly 
expert and serious research projects does not give a complete 
sociological picture of society’s economic life. The picture 
obtained will not show the social mechanism of economic 
development in its entirety but will reveal only some of the 
elements of this mechanism. 

This concept, “the saqcial mechanism of 
economic development”, is hardly ever found in the 
press. This concept is still being elaborated in laboratories 
and “tested” in the first research projects of scientists in a new 
field called economic sociology. Let us take a look at the 
economy from the viewpoint of this new field. 


Interaction between social groups 


The first thing we see is that there are many social 
groups interacting with one another in the economic sphere. 
These groups hold different places in society, pursue different 
interests, are invested with varying rights and obligations, and 
are connected to one another by multifarious links. In this giant 
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“theatre” each group plays its own specific role. On the one 
hand, there are workers producing various kinds of goods, 
managers, supply agents, controllers, planners and so on. On 
the other hand, there are recipients of various incomes, 
buyers, consumers of all kinds of benefits and services, 
householders, owners of subsidiary farming plots and others. 

The interaction of social groups, like all social processes, 
is governed by certain intrinsic laws. But at the same time the 
socialist state must regulate those laws in a planned way. 
What means does it possess for that? 

Economic activities are regulated by the norms of law and 
administrative decisions: legal acts, legal standards, assign- 
ments, contracts, job instructions, etc. A definite structure of 
management regulates people’s activities within an established 
framework, while a system of economic incentives is supposed 
to encourage people to work to the best of their abilities 
within this framework. Taken as a whole, this is the eco- 
nomic mechanism of management. It is the main 
“instrument”’ enabling the state to guide the economic activities 
of all social groups. 

The traditional concept of how a socialist economy de- 
velops may be described by Diagram 1. 

The effectiveness of society's economic development is 
determined by the scope and quality of the work of all its 
members. It turn, their work is guided by the economic 
mechanism. When this mechanism falls behind the demands 
of the growing productive forces and begins to function 
poorly, it has to be adjusted. The sooner and better this is 
done, the more quickly the problems of the new stage will be 
overcome. 

This concept is partly true. There are, however, three 
mistaken aspects to it. 

First: all the economic activities of people are fully subject 
to planning and management. 

Second: the development of a socialist economy does not 
depend on society’s structural patterns and divisions (I mean 
the ‘working model” of the social structure determining 
society’s economic development). 

Third: according to this diagram, the management system 
of the socialist economy appears to develop automatically, 
without any clash of people’s interests. 

A substantial and, perhaps, decisive part of reality does 
not fit into this diagram. I mean the economic behaviour of 
people which is not envisaged in any instructions and which is 
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dictated by group or individual interests, opinions and pre- 
ferences (and these interests and preferences are not always of 
an economic nature). This, in essence, is the personal 
contribution of people to economic activities. 

Does this personal contribution influence the effectiveness 
of society’s economic development. If so, in what way? 


People’s behaviour and economic efficiency 


People get married, divorced, have children—-one, two or 
three. Some take care of their health, others are careless. 
What might be called demographic behaviour has an impact 
on the correlation of the number of men and women and the 
age characteristics of the populations of various regions. This 
is a factor which has economic repercussions. Among other 
things, it determines the volume and nature of the demand for 
goods and services. Demographic behaviour also affects the 
structure of the able-bodied population and the correlation of 
the number of people embarking on their industrial careers 
and those retiring. In the 11th and 12th five-year plan periods 
(1981-1990) the growth rate of the country’s manpower re- 
sources has been negligible. due to the drop in the birth rate 
that occurred between 1965 and 1975. There were many 
reasons for this, including a steep rise in the number of 
working women and insufficient number of preschool 
establishments. 

What matters for the economy is not only the overall 
results of demographic behaviour but also its specific manifes- 
tations in various parts of the country. Central Asia now 
accounts for practically the entire growth of the able-bodied 
population, whereas in the Russian Federation, Byelorussia, 
the Baltic republics and the Ukraine the workforce is dwin- 
dling. And it is these republics that are especially in need of 
manpower. 

Furthermore, people tend to move about. The Institute of 
the Economy and Organization of Industrial Production at 
the Siberian Branch of the USSR Academy of Sciences 
estimates that for every worker who moved from the 
European part of the country or Central Asia to Siberia or 
the Soviet Far East in the early 1980s the persona] consump- 
tion fund will probably grow by an average of 8,000 roubles 
by the year 2000. Meanwhile, the eastern regions need anoth- 
er 1,000,000 workers. Migration, however, is a matter of 
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personal choice and people move only when they are positive 
that they will be better off in the new place. If they are 
disappointed, they go back to where they came from. In 1983 
the number of people arriving in the Soviet Far East was only 
a bit larger than the number of those leaving. The migration 
routes, which constitute a multitude of individual migrations, 
are more apt to run from north to south and from east to west 
than vice versa, and this does not meet economic needs. 

So much for demography. What we need is a well- 
educated and highly skilled worker, but you cannot force a 
person to study well. You cannot do anything more than keep 
him in a general, vocational, technical or higher school for a 
certain number of years. And sometimes that is even im- 
possible to do. According to our survey, some young people 
living in rural areas never obtain a secondary education, even 
though there is a law on universal secondary education. The 
quality of education cannot be improved by using adminis- 
trative measures. 

Just because someone has a secondary or higher education 
diploma does not always mean that person possesses the 
necessary knowledge and expertise. There are many reasons 
for this and they are the subject of endless debate. One thing, 
however, is perfectly clear: no orders or instructions can turn 
an unwilling person into a good student. 

School teachers are trying to foster a thirst for knowledge 
in young people. Without doubt, the current school reform 
will help them, but no reform can alter the behaviour of 
people of any age group in a hard and fast manner. 
Meanwhile the quality of future workers—a decisive factor 
for the economy——is determined at general and technical 
schools and in colleges and universities. 

People change their jobs and professions. The multitude 
of these free and multifarious decisions determines the form- 
ation of the structure of employment, leaving individual 
factories and even industries drastically short-handed. 

People have differing attitudes to their duties, and the 
degree of their involvement, commitment and other personal 
qualities affect the fulfillment of plans and quotas and the 
effectiveness of their time at work. 

Some people refuse to keep a cow, while others spend their 
summer evenings on their small.country plots. Accordingly, 
we gain or lose a certain part of the total amount of farm 
produce, the total number of work hours decreases or in- 
creases, as does the productivity of social labour. 


64 


Many people try to add to their incomes by taking on 
additional work sometimes within the framework of the law, 
sometimes outside it. As a result, people’s efforts are dis- 
tributed in a certain fashion between social and individual 
work; sometimes disproportions arise between the incomes of 
various social groups, and a so-called ‘‘shadow economy” 
develops. 

It is quite obvious how the sale of manufactured goods 
and, consequently, the normal course of the reproduction 
process depends on the behaviour of buyers. Our behaviour 
as consumers is indeed very important for the economy. 
There is no reasonable explanation for the fact that, on the 
one hand, wheat is purchased abroad at quite high prices, 
and, on the other hand, bread is fed to cattle and is even 
thrown away. After all, production, exchange, distribution 
and consumption are parts of one and the same process. 

People’s behaviour affects literally all aspects of economic 
development. Consequently, it should be given a place in a 
model that reflects this development. It is necessary to under- 
stand its motive force. 


People’s interests 


Personal or group interests, on the basis of which a person 
consciously formulates his goals, are the motive force of 
human behaviour. 

These interests are the same in all the fundamental areas, 
for moral and political unity is a characteristic feature of 
Soviet society. All its members are interested in strengthening 
the achievements of the Soviet state, consolidating world 
peace, and protecting the environment. But every social group 
has its own specific interests which may be at variance with the 
interests of other groups. 

For instance, consumers of goods and means of produc- 
tion are interested in high-quality products and are often 
prepared to pay more for quality. On the other hand, pro- 
ducers often try to fulfill the plan only in terms of the volume 
of goods, and many still consider product quality a secondary 
matter. Buyers would like the shops to be fully stocked all] the 
time, while the salespeople are interested in a fast “turnover” 
of the goods. Future tenants are interested in well-designed 
and well-built houses, whereas builders often try to pass offa 
project as complete when many things still remain unfinished. 
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In any social organism there is struggle between the old 
and the new, between the progressive and the conservative. 
The damage our society incurs due to narrow departmental 
interests, parochialism, and bureaucracy has been repeatedly 
brought to light. But these phenomena are of a social nature. 
These are group interests turned into social egoism. 

No matter how detailed the administrative methods for 
regulating economic life might be. socio-economic groups 
always retain some freedom of choice and consequently the 
opportunity to pursue their interests in one way or another. If 
the restrictions imposed by instructions contradict a group’s 
vital interests or the established rules and traditions, those 
concerned often find a way to circumvent those restrictions. 
In reply, management bodies enforce new measures to control 
undesirable behaviour and the groups react accordingly. The 
socio-economic behaviour of groups and the activities of 
administrative bodies are a kind of endless dialogue. 


Relations between the groups are varied and complicated. 
When their interests coincide, the groups unite. When their 
interests clash, they seek a reasonable compromise, and when 
the differences between them are too sharp and no comprom- 
ise can be found, they turn to management bodies. They 
influence the interests and behaviour of other groups even 
when they act indirectly. Indirect interaction between groups 
is accompanied by the same struggle of interests as direct 
interaction. 


What are these social groups? How are their interests 
formed? Why are the interests of one group different from 
those of another, or even oppossed to those of another? 

According to Marxist theory, social interests are de- 
termined by the position of classes, layers and groups in all 
the economic, social and political institutions of society. 


As we see it, the factors determining the position of social 
groups in socialist society lie in the different opportunities of 
using social means of production (thus, the position of a 
government minister differs from that of a factory manager, 
and the position of a machine operator, truck driver or cattle 
breeder from that of an accountant, doctor or teacher); in the 
varying degrees of involvement in the management of the 
economy and séciety (without doubt, the democratization of 
production management as a feature of the many forms of 
organization of work now emerging, such as “team con- 
tracts”, alters the social position, interests, lifestyles and 
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thinking of ordinary workers), and, finally, in the structure of 
incomes and their size and forms. 

The formula “two classes and one layer’* no longer 
describes the differentiation existing within the developed 
socialist society. This does not at all mean that all forms of 
social differenuation have disappeared. 

The popular opinion in economic literature is that the 
incomes of Soviet people are formed out of three main 
sources, namely, wages; pensions, student stipends and other 
allowances: and incomes deriving from personal plots of land. 
This division is too blunt. for it groups together incomes of 
different social content. For instance, a wage may mean a 
stable wage, or a piecework wage, a fee, or an odd-job 
remuneration. As for an income derived from a personal plot, 
the latter might be a tiny orchard or, on the other hand, a 
highly productive farm equipped with the latest in agricul- 
tural machinery. While visiting rural areas in Siberia, we have 
met families which keep up to 19 cows and up to 40 pigs. 
Another specific source of income is craftsmanship. It cer- 
tainly forms a social group with specific interests and a 
specific economic behaviour. 

Human behaviour might seem erratic only at a_ first, 
cursory glance. In reality. it is deeply rooted in the social 
structure. It is a blend of economic and social factors and it 
links the present period of society’s life with the preceeding 
historical periods, for the social structure itself is the result of 
historical development, a long process. 

So, we should include another segment in our diagram of 
economic development—‘‘Social status and interests of socio- 
economic groups” —and draw a line showing its influence on 
the economic behaviour of these groups. 


Position of social groups 


Obviously, the position of groups in society depends 
above all on society’s overall wealth. What has not 
been produced cannot be consumed. 

Experience shows that when the economy develops at a 


* There are 1wo classes living peacefully side by side in the Soviet Union- -the 
industrial workers and the collective farmers. The intelligentsia accounts for a con- 
siderable part of the population. 
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high rate, socialist society effectively copes with its social 
problems, improving the well-being of those of its members 
who are in a less favourable position than others. Wages are 
increased in those industries where wages are below average: 
housing programmes are speeded up and pensions are raised. 
In brief, the work of the social groups helps to expand the 
national wealth which enables the society to carry out its 
social programme. 

Another factor of exceptional importance to the position 
of the social groups is the state of the economic 
management mechanism. This mechanism and the 
social structure are, essentially, two sides of one and the same 
system of production relations. Hardly anyone will question 
the fact that the economic aspect of production relations is 
manifested in the economic mechanism. And the social aspect 
of these relations is revealed in the social structure. This might 
be less obvious, but this is the way it is. Any substantial 
adjustment to the economic mechanism alters the relative 
position of the social groups, with some of these gaining and 
others losing. 

It is natural that people seek to improve their position, 
and not only in the sense of raising their incomes. They also 
seek to apply their talents, initiative and creativity and par- 
ticipate in decision-making. In large measure this opportunity 
is determined by the economic mechanism. The latter balances 
the distribution of rights and duties and determines the corre- 
lation between people's incomes and their contribution at work. 
When the economic mechanism is running smoothly, people 
satisfy their interests by means iesien are desirable and effective 
for the economy. 

Economic behaviour based on initiative holds a large 
social potential for further economic growth. A socialist 
worker’s cultural and professional standards have reached 
such a level that genuinely big results can be obtained if he 
displays interest in his work and takes a creative approach. 

Here are the findings of our poll in the Altai region. Only 
16 per cent of the factory workers and collective farmers and 
only 10 per cent of the managers feel that they could work no 
better than they do now. Asked under what conditions they 
could work more effectively, 68 per cent of the workers and 
collective farmers and 42 per cent of the managers mentioned 
the need to improve the organization of production, and 30 
per cent of both groups also called for improving the quality 
of management and perfecting wage schemes. 
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That the available work potential is not nearly being 
exhausted is borne out by the performance of the best 
agricultural, construction and industrial enterprises. Team 
contracts in construction, family contracts, contracts in agri- 
culture, the system of work established at the Kaluga turbine 
plant—all these are pioneering forms of new economic re- 
lations at the level of work teams and whole enterprises. But 
we should not confine ourselves to these experiments, how- 
ever promising their results might be. 


So the social mechanism of economic development, as 
presented in our diagram, includes the notion of “economic 
behaviour” and the segment “Social status and interests of 
socio-economic groups”, which determines this behaviour. 


As a result, we have three fairly complete segments in our 
diagram. One reflects planned economic management, about 
which we spoke. The economic mechanism organizes and 
guides the economic activities of workers. These activities 
determine the effectiveness and results of economic develop- 
ment. If these results do not satisfy society, the economic 
mechanism is readjusted. 


The second segment shows how the economy is influenced 
by factors which are not related to direct planned manage- 
ment. Under the impact of the economic mechanism a certain 
social structure of groups emerges and these groups have 
varying social positions and varying socio-economic interests. 
People pursue these interests in their economic behaviour, 
and the latter influences economic development. As we see it, 
this is a general outline of the social mechanism of economic 
development. 

The third segment shows the influence of the social 
structure and interests of social groups on the economic 
mechanism by way of their economic behaviour. 


This theoretical model provides a deeper insight into the 
motive forces of economic development and the impact of the 
“human factor” on that development. By focussing on 
people’s economic behaviour, interaction between social 
groups and their interests, economic sociology should pro- 
duce a real synthesis of economic and sociological studies. 
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In what direction would economic sociology proceed in 
expanding the theoretical model outlined here? 

First of all, it is necessary to identify the socio-economic 
groups whose interaction predetermines economic develop- 
ment. What people belong to these groups? How large are 
they? Which of them are shrinking and which are growing? 
What are the functions of each of them? 

After identifying these groups, it is necessary to establish 
the specific features of their behaviour, study the objective 
laws of this behaviour, and establish the main conditions 
shaping and guiding it. 

Naturally, we will be interested to find what is ““behind” 
this behaviour, namely, the mentality of people belonging to 
various social groups and their interests, requirements, values, 
opinions and life plans. 

This research is necessary in order to harmonize as much 
as possible the interests of various groups with regard to one 
another and to the interests of society as a whole, to map out 
concrete ways of effectively using the work potential of these 
groups, and to try them out in practice. 

This big project has already been started. We are con- 
fident that it will help find solutions to many of the pressing 
economic problems of our day. 
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